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MESSAGE FROM THE PRESIDENT
FelloW Shareholders,

Fiscal 2003 was another year of record financial results and milestone achievements for Outdoor Channel Holdings. Re-
brandéd with our new corporate name which gives greater recognition to the Company’s majority ownership in The Outdoor
Channel, we continued to make progress communicating our unique success story to the investment community and positioning
Outdoor Channel Holdings for a listing with a major exchange.

|

For the twelve months ended December 31, 2003, Outdoor Channel Holdings posted total revenues of $31.7 million, up
48 percent over the prior year. Advertising sales grew 50 percent to $16.4 million, and subscriber fees advanced 79 percent to
$10.8 million. Income from operations rose 67 percent from a year ago to $7.6 million, notwithstanding a pre-tax charge in the
fourth: quarter, which amoeunted to approximately $625,000, equal to approximately $0.067 per basic share after tax. Operating
profit margin as a percentage of total revenues improved to 24 percent from 21 percent in 2002, and net income applicable to

commbn stock for 2003 increased to $3.6 million from $2.3 million a year earlier.

Earnings per common share for 2003 grew to $0.65 per basic share or $0.48 per diluted share, compared with $0.42 per
basic share or $0.38 per diluted share in 2002. Diluted earnings per share for both 2003 and 2002 reflect the assumed exercise

of stock options in our majority-owned subsidiary.

We attribute these record results to the strong growth of our principal asset, The Outdoor Channel. With its focus on
hunting, fishing and other traditional outdoor activities, The Outdoor Channel has become one of the fastest growing cable net-
works in the U.S. As of March 2004, we expanded our availability to more than 63.6 million homes across the country and, as

estimajted by Nielsen Media Research, grew our subscriber base to approximately 26 million.

" We are particularly proud to have achieved such substantial visibility in the cable television industry without the Channel
being aligned with any media conglomerate, as are many other networks. We believe this is a testament to the quality of and
demand for the programming available on The Outdoor Channel, which have been key to drawing our loyal audience. In July
2003, The National Cable Television Cooperative, representing more than 1,000 independent cable operators, underscored this

AN

distinction by honoring The Outdoor Channel as Programmer of the Year!

We continue to attract high quality outdoor programming and significantly expanded the Channel’s lineup during the
course of the year. The Outdoor Channel signed a two-year programming contract with PRIMEDIA Outdoors, which owns some
_ of the most respected outdoor brands in the marketplace, including In-Fisherman and Guns and Ammo TV. Most shows are
| exclusive to The Outdoor Channel, such as Mossy Oak’s Hunting the Country, Primo’s Truth about Hunting, North American

Whitetail TV, Professional Walleye Trail and Jim Zumbo Outdoors. Other recent additions to the lineup include , Mark Sosin’s
Saltwﬁter Journal, Bass Pro Shop’s Outdoor World Television, Championship Bull Riding, Four Wheeler TV, Hot Rod TV and

World of Outlaws, just to name a few.
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While a majority of the programming on The Outdoor Channel is obtained through third-party producers, the schedule
is being complemented with a growing number of shows produced in-house with our expanded production capabilities, includ-
ing high definition (HD). We are focusing on adding to our library of programs produced in HD as we believe these shows pro-
vide the richest, most fulfilling and real-life outdoor experiences possible on cable television. We currently have 13 new shows

in development for 2005 being produced in HD.

We continue to be very excited as we realize tangible benefits from The Outdoor Channel’s growing base of subscribers.
Based on the results of our own internal research surveying the Channel’s viewers, we believe we have a unique primetime view-
er niche that advertisers will not reach through other peer channels. Our ability to deliver one of the highest concentrations of
male viewers per household in the industry, according to Nielsen estimates, positions the Channel well for a significantly expand-

ed marketing campaign targeting national advertising agencies.

While we expect the Company’s membership and club organizations to increasingly contribute a smaller percentage of
our total revenue base going forward, we believe that programs on the Channel geared toward prospecting, as well as continued

sponsorship of gold shows, will help drive ongoing interest in Gold Prospectors’ Association of America and Lost Dutchman’s.

Gaining greater visibility and a more liquid trading market for the Company’s securities remains a high priority for
Outdoor Channel Holdings. We expect to fulfill all of the requirements for a national listing soon. With the added guidance of
William A. Owen, as Chief Financial Officer, along with two new independent Directors, entertainment media industry veteran
David C. Merritt and cable channel developer Thomas Bahnson Stanley, we believe we are on the right track to bring our

Company to prominence not only in the hunting and fishing community, but in the cable, DBS and financial communities as well.

Recently, we announced the terms of a merger agreement whereby Outdoor Channel Holdings will acquire all of the out-
standing stock of The Outdoor Channel that it does not already own. This strategic transaction will fully integrate the Channel
for the benefit of our shareholders, customers and employees. The completion of this transaction will be voted upon by share-

holders at our 2004 shareholders meeting.

The successes in 2003 could not have been realized without the continued focus and dedication of our employees. I
would like to take this opportunity to recognize and thank each of them for their contributions and commitment. As we contin-
ue to focus on delivering greater shareholder value, the Board of Directors and management extend the deepest appreciation to

our viewers, members and shareholders for their continuing support and loyalty.
Sincerely,
Perry T. Massie

President and Chief Executive Officer
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DESCRIPTION OF BUSINESS

Introductory

The following information may include forward-looking statements. Actual results could differ materially. The statements con-
tained in this report that are not historical are “forward-looking statements” within the meaning of Section 27A of the Securities Act of
1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”),
including statements, without limitation, regarding our expectations, beliefs, intentions or strategies regarding the future. We intend that
such forward-looking statements be subject to the safe-harbor provided by the Private Securities Litigation Reform Act of 1995. Such
forward-looking statements relate to, among other things: (1) expected revenue and earnings growth and changes in mix; (2) anticipat-
ed expenses including launch support, advertising, programming, personnel and bad debts; (3) Nielsen Media Research, which we refer
to as Nielsen, estimates regarding total households and cable and satellite homes subscribing to The Outdoor Channel; (4) estimates
regarding the size of target markets. These statements are qualified by important factors that could cause our actual results to differ
materially from those reflected by the forward-looking statements, Such factors include but are not limited to: (1) market acceptance of
our programming and services; (2) our ability to establish and expand direct and indirect distribution channels; (3) competition from a
better financed entrant into The Outdoor Channel’s niche.

Important factors that we believe might cause actual results to differ from any results expressed or implied by these forward-
looking statements are discussed in Risks and Uncertainties discussed in Management’s Discussion and Analysis of Financial Condition
and Results of Operations. In assessing forward-looking statements contained herein, readers are urged to read carefully all cautionary
statements contained in this annual report. For these forward-looking statements, we claim the protection of the safe harbor for forward-
locking statements in Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934.

General

Outdoor Channel Holdings, Inc. (collectively with its subsidiaries the “Company” or “Holdings”) owns a majority interest in
The Outdoor Channel, Inc. (the “Outdoor Channel” or “Channel”), a national television network devoted primarily to traditional out-
door activities, such as hunting, fishing, shooting sports, rodeo, motor sports, gold prospecting and related life style programming. We
also own and operate related businesses which serve the interests of viewers of The Outdoor Channel and other outdoor enthusiasts.
These related businesses include: LDMA-AU, Inc. (“Lost Dutchman’s”) and Gold Prospectors’ Association of America, Inc. (“GPAA”™).
Lost Dutchman’s is a national geld prospecting campground club with approximately 6,300 members and properties in Arizona,
California, Colorado, Georgia, Michigan, Nevada, North Carolina, Oregon and South Carolina. We believe GPAA is one of the largest
gold prospecting clubs in the world with approximately 32,900 active members. GPAA is the publisher of the “Gold Prospectors &
Treasure Hunters in the Great Outdoors” magazine and owner of a 2,300 acre property near Nome, Alaska used to provide outings for
a fee to its members.

Our revenues include advertising fees from advertisements aired on The Outdoor Channel and from advertisements in “Gold
Prospectors & Treasure Hunters in the Great Outdoors” magazine; subscriber fees paid by cable and direct broadcast satellite, or DBS,
operators that air The Outdoor Channel; producer fees paid by outside producers to air their programs on The Outdoor Channel; mem-
bership fees from members in both Lost Dutchman’s and GPAA and other income including products and services related to gold
prospecting, gold shows, trips and outings.

Business Strategy

Although The Outdoor Channel is not aligned with any sizable entertainment or cable company, as are many other networks,
it has, to date, achieved substantial visibility in the television industry. The Outdoor Channel is committed to converting visibility for
the Channel’s programming into greater distribution into cable and DBS households. As distribution increases, more advertisers are
willing to pay higher fees and our subscriber fees from cable and DBS affiliates may increase, thus increasing our revenue.

Our principal business strategy is to establish The Outdoor Channel as the authority on and the leading provider of program-
ming relating to traditional outdoor activities. This can only be achieved by providing our viewers, advertisers and affiliates with high
quality programming and excellent customer service. Additionally, we seek to leverage the Channel’s position as a means to increase
its subscriber and membership bases, ratings and advertising accounts. Key elements of our business strategy are as follows:

Expand Marketing Efforts to Grow Our Subscriber Base:

We intend to expand our marketing efforts, including direct sales to cable systems, strategic marketing for new cable system
launches as well as marketing to expand distribution within an existing affiliate’s network. Our marketing will also be designed to drive
consumer demand and thereby influence cable and satellite providers to offer The Outdoor Channel within basic cable packages rather
than on a less distributed tier, thus increasing our distributions.
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We intend to work with affiliates to promote digital system upgrades and generate consumer demand for digital subscriptions.
Because digital systems generally have larger bandwidth allowing them to provide more channels, we expect that our subscriber base
will expand as affiliate systems upgrade and convince more subscribers to take more digital as well as analog packages.

Aggressively Pursue National Advertising Accounts:

We intend to leverage our measured audience delivery, provided by Nielsen, to aggressively pursue new advertising clients,
including national accounts that recognize the significance of advertising to our predominantly male audience. We expect to benefit
from certain industry and advertising trends, including (1) technological developments resulting in increased channel capacity and
demand for cable programming, (2) a shift in advertising strategies of major national advertisers toward greater market segmentation
and (3) the allocation by major national advertisers of a larger portion of their advertising budgets to cable television because of improv-
ing ratings and audience delivery. We expect to increase our sales effectiveness by adding sales people and opening offices in key cities.

Increase Production and License High Quality Programming:

Programming is the key component of all aspects of our television business. We intend to produce and license programming
that has high audience delivery. The result should create consumer demand for our network, thus expanding our distribution either into
new markets or achieving deeper penetration in existing markets; drive higher rates for our advertising inventory; and make it more
likely to receive higher subscriber fees from our cable affiliates.

i The Outdoor Channel licenses the majority of its programming from third-party production companies under one to three year
agreements. We believe that we can acquire high quality programming that appeals to our target audience and build a library of pro-
grams that may be re-broadcast in the future.

To complement third-party production, we will continue to expand and enhance our in-house production capabilities. In 2003,
we produced and aired twelve programs in addition to our licensed titles. In the future, we plan to increase the number of in-house pro-
duced and acquired programs relative to programs we license from third parties. For 2005, we are currently developing nine program
titles, which, combined with other owned programming, is expected to represent approximately 25% of our 2005 total program airtime
up from 15% in 2004, We also have begun to produce programming in High Definition, or HD. Of the new shows in development for
2005, five titles are being produced in HD. We intend to build an HD programming library and are currently formulating our long term
HD plans.

Seek new membership in our club organizations - GPAA and Lost Dutchman’s:

We intend to increase the membership base of GPAA and Lost Dutchman’s principally by marketing to viewers of The Outdoor
~ Channel. We seek to capture targeted viewers by producing programs that that are specifically directed towards their prospecting inter-
ests. We will present to such viewers the benefits of membership in GPAA and Lost Dutchman’s while promoting subscriptions to “Gold
Prospectors & Treasure Hunters in the Great Outdoors” magazine. We will bolster the programming efforts with targeted marketing
including direct mail campaigns, continued sponsorship of gold shows around the country and introductory outings to be held at our
campsites.

The Qutdoor Channel

The Outdoor Channel was incorporated under the laws of the State of Nevada on December 10, 1990, under the name Gold
News Network, Inc., as a wholly-owned subsidiary of GPAA. Initially, GPAA produced the “Gold Prospector Show.” In early 1993,
due to the success of the “Gold Prospector Show”, GPAA decided to launch a satellite television network. Not wanting to limit the scope
of the nascent channel to gold prospecting, it was decided to name the channel, The Outdoor Channel. To reflect the diversity of pro-
gramming The Outdoor Channel had achieved, in July 1994, the Channel’s incorporated name was changed to The Outdoor Network,
Inc. In December 1996, the incorporated name was changed to its present name, The Outdoor Channel, Inc. Since then, the Channel
has sold shares of its equity to various investors and currently GPAA holds the major/i;ty interest in The Outdoor Channel, Inc.

The Outdoor Channel is a premier provider of a full range of quality programming related to traditional outdoor activities and
is one of the only television networks whose programming specifically targets the interests and concerns of millions of persons inter-
ested in traditional outdoor activities. The Outdoor Channel provides advertisers with a cost effective means to promote goods and serv-
ices to a large and focused market. In addition, The Outdoor Channel affords cable and DBS operators the opportunity to both attract
subscribers from a significant market segment not specifically targeted by other programming services and respond to viewers’ demands
for more outdoor-related programming. ' :



Distribution, Sales and Marketing

The Outdoor Channel’s programming is offered by means of cable and DBS subscriptions. For the years ended December 31,
2003 and December 31, 2002, subscriber fees amounted to approximately $10.8 million and $6.1 million, respectively. Nielsen
estimates that in the United States approximately 73 million households have cable television and 20 million households have DBS
television. The transition to digital programming services offered by many cable operators continues to greatly increase the
programming capacity for these operators. The Outdoor Channel has been and is continuing to be launched on these digital services.

The Outdoor Channel has affiliation agreements with most of the top 100 multiple system operators, which we refer to as
MSOs. Multiple system operators are the firms that provide cable services in a specific geographic area. As of March 1, 2004, The
Outdoor Channel was carried on approximately 5,400 affiliated cable systems and the two major DBS providers. These affiliates deliv-
er their signals to 63.6 million households. Nielsen estimates that The Outdoor Channel has approximately 26.1 million subscribers. We
believe that we will be able to enter into more agreements with local operators in the future as a result of continued sales activities and
the expected significant expansion of channel capacity of existing cable systems which enables systems to launch new services. In
addition, we intend to continue our promotional activities, such as attending regional and local cable trade shows and advertising in
trade magazines in order to increase television industry awareness of The Outdoor Channel. In attempting to create consumer demand,
we are continuing our consumer awareness campaigns. Among the activities within these campaigns, we purchase full-page
advertisements in selected magazines that usually have a traditional outdoor focus. We sponsor local outdoor sports radio shows. We
also promote consumer and industry awareness by sponsoring several professional athletes, for example, Joe Thomas on the
BassMasters fishing tour and NASCAR driver - Damon Lusk. We are a signature sponsor of the Championship Bull Riders Association.

The Outdoor Channel transmits all of its programs from its production facility located in Temecula, California by means of a
master control room that is linked via fiber optic cable to an earth station transmitting antenna (an “uplink”), which The Outdoor
Channel leases under a service agreement. The uplink facility transmits The Outdoor Channel’s programming signal over an orbiting
PanAmSat Galaxy 10R satellite transponder to cable system head-end receiving antennae and satellite dishes throughout the United
States, Canada, and Mexico/Central America. The Qutdoor Channel has editing equipment at its production facility which is used to
assemble programs that are produced in-house, edit acquired programming and insert advertising spots. The Channel also has a state-
of-the-art television studio at its production facility from which some of its in-house programming is produced. The Outdoor Channel,
pursuant to an amendment to its lease with PanAmSat, has a twelve year term on Galaxy 10R. The Channel’s lease with PanAmSat also
includes provisions for in-orbit backup of the Channel’s signal, when such backup is available. The Company has not contracted for in-
orbit backup from PanAmSat. On March 1, 2002, the Channel began transmitting a digital signal of its programming. In the fourth quar-
ter of 2002, the Channel began transmitting an additional west coast digital signal. The signals are being transmitted simultaneously
along with its normal analog signal to the same satellite transponder.

The Outdoor Channel has developed programs designed to develop relationships with various groups that have related indus-
try passions such as Paralyzed Veterans of America and the U.S. Fish and Wildlife Service. The goal is to support these organizations
with programming that relates to their goals while providing the Channel viewers with the content they desire. In turn, each group
promotes the availability of their programming to its constituency, in effect creating grass roots demand for the Channel. The Outdoor
Channel was originally launched by providing programs to a dedicated constituent group - gold prospectors. This group continues to
be dedicated viewers of The Outdoor Channel. To support the development of consumer demand for the Channel, we employ an RV
Team that tours the country attending trade shows, consumer fairs and other events to showcase the Channel’s offerings. This helps
drive consumer awareness and is often done in conjunction with the local cable affiliate to help drive subscribers to both the affiliate
and the Channel.

Adpvertising

For the years ended December 31, 2003 and 2002, the Company derived approximately $16.4 million and $11.0 million,
respectively, of advertising revenue from sales of advertising time on The Outdoor Channel (97%) and publications such as the “Gold
Prospectors & Treasure Hunters in the Great Outdoors” magazine (3%). Advertising time is allocated between programs that we’ve
produced, licensed programs from third party producers and infomercials. Programs that are licensed from third party producers and
infomercials are considered long form advertising. The Channel generally retains a portion of the thirty-second to two-minute
advertising time, or short form spots, from the licensed programs and retains all of the short form spots from in-house produced
programs. In 2003, the Channel produced about 15% of the total programming, while third-party producers and infomercials account-
ed for the rest. Over time, this percentage is expected to shift with the Channel producing more programming, thus giving the Channel
more short form inventory to sell.

Short form advertising time on The Outdoor Channel is marketed and sold by our advertising sales department. Currently, there
is more demand for the Channel’s time, than it has available resulting in 100% of the spots being sold. We anticipate that we will
continue to derive a substantial portion of our revenue from the sale of advertising time and that the demand will allow rates for
advertising time to increase. Long form advertising is marketed and sold by The Outdoor Channel’s programming department.
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In the spring of 2002, we signed a contract with Nielsen. Nielsen assembles ratings and demographic information on the
programming of all the major broadcast and cable networks. Prior to having Nielsen ratings, The Outdoor Channel did not have
industry accepted statistics to show potential advertisers the number of households that the Channel’s programs were delivering. We
believe; that published Nielsen ratings encourage a wider diversity of advertisers to consider advertising on The Outdoor Channel.

+ In addition, we believe that The Outdoor Channel will benefit from the trend in advertising strategies toward greater market
segmentation. The 2001 National Survey of Fishing, Hunting, and Wildlife conducted by the U.S. Fish & Wildlife Service reported that
over 82 million U.S. residents 16 years and older fished, hunted or watched wildlife in 2001 and spent $108 billion on those pursuits
in 2001. Further, we provide programming on other outdoor activities such as motor sports and rodeo. We believe these programs appeal
to millions of consumers who spend significant sums on attendance at these events and on products related to their participation in these
activities. We believe that a significant number of major national advertisers of outdoor-related products and services are dedicating a
larger share of their advertising budgets to target the consumer interested in outdoor-related activities, in an effort to increase their share
of this;large market.

Therefore, the Company believes that advertisers, including manufacturers and providers of outdoor-related products and
services, will increasingly advertise on The Outdoor Channel because it will provide them with a cost effective means to reach a
significant number of consumers interested in outdoor-related activities. According to Nielsen’s demographic data, The Channel is
viewed by a high concentration of males over the age of 18.

Programming

The Outdoor Channel’s programming is focused on providing entertainment, education and a balanced approach to the use of
our outdoor natural resources. The Outdoor Channel produces its programs with the traditional outdoor enthusiast in mind, often after
considering suggestions and recommendations from its viewers. Therefore, The Outdoor Channel believes that its programming
accurately represents the values and interests of the traditional outdoor community. Examples of programming acquired from third
parties include “Turkey Country,” “Bushnell’s Secrets of the Hunt,” and “Snowmobiler TV.” Examples of programming produced in-
house in 2003 are “Championship Bull Riding,” “Inside R/C,” “Circle of Honor” and “American Rifleman Television.” We generally
consider GPAA’s shows as “in-house” productions. GPAA produces such shows as “Gold Fever,” “Prospecting America” and the
“Iditarod” Special.

The Outdoor Channel has also established and branded programming blocks such as “Monday Night Fishing,” “Tuesday Night
Pursuits (i.e. hunting),” and “Wednesday Night Horsepower (i.e. autos and horses).” Among The Channel’s nine new original programs
in development for 2005 are “Randy Jones Strike Zone,” “Adventure Flying,” “World Class Sportfishing,” “Fish and Wildlife Journal,”
and “Step Outside.”

We also have begun to produce programming in High Definition, “HD”. Of the new shows in development for 2005, five titles
are being produced in HD. We intend to build an HD programming library and are currently formulating our long term HD plans.

Marketing

Because we own other outdoor related businesses, we believe that The Outdoor Channel affords us a unique opportunity to
market and sell our own outdoor-related products and services. As the Channel continues to achieve greater name recognition and
distribution, we anticipate that we will be able to increase sales of our products and services, as well as the sale and exclusive
distribution of products produced by third parties. However, there can be no assurance that this will be the case.

-~ We continued our advertising and marketing efforts in 2003 to consumers, potential affiliates, and potential advertisers.
Consumer marketing has been concentrated in outdoor publications, outdoor radio shows and at sporting events including the NASCAR
Busch Series, Championship Bull Riding, fishing tournaments and booths at outdoor trade shows. These efforts expose the Channel’s
brand to millions of sportsmen across the country. We have also increased our affiliate marketing staff and budget, targeting cable
systemis which presently do not carry the Channel. We believe that the combination of the increase in consumer and affiliate marketing
has resulted in an increase in subscribers to the Channel. These ongoing marketing efforts will continue in 2004.

Lost Dutchman’s

Lost Dutchman’s is one of our wholly-owned subsidiaries and is a national gold prospecting campground club, with
campgrounds in Arizona, California, Colorado, Georgia, Michigan, Nevada, North Carolina, Oregon and South Carolina. Lost
Dutchman’s currently has approximately 6,300 members. Lost Dutchman’s memberships cost $3,500 with annual maintenance dues
presently set at $120; however, significant discounts are available to those members who purchase memberships at Company sponsored

outings or trade shows.
|




Lost Dutchman’s members are entitled to use any of the fifteen campgrounds owned by us or by an affiliated organization,
pursuant to a mutual use agreement between us and such organization. Members are entitled to keep all gold found while prospecting
on any of our properties. We are committed only to those duties which would be required as an absentee owner of raw land, such as the
payment of property taxes. It is our intention to actively acquire and develop additional properties and to add facilities and
improvements at current camps.

In addition to advertising on The Qutdoor Channel, the Company markets Lost Dutchman’s memberships by advertising at
trade conventions and in the “Gold Prospectors & Treasure Hunters in the Great Outdoors” magazine published by the Company. In
addition, the Company targets former and present members of GPAA as well as participants in its trips and outings as potential
members of Lost Dutchman’s.

GPAA

GPAA is one of our wholly-owned subsidiaries and is a gold prospecting club, with approximately 32,900 active members.
GPAA publishes an annual Claims Club Membership Mining Guide with quarterly updates that are provided to Claims Club Members.
The Membership Guide contains detailed information on several hundred mining claims and leases that are available to members.
GPAA also publishes the bi-monthly “Gold Prospectors & Treasure Hunters in the Great Outdoors” magazine that contains
approximately 100 pages of gold prospecting and treasure hunting information. The magazine has a distribution of approximately
60,000 copies. GPAA operates gold prospecting trade shows and conventions, from which the Company derives revenue from
admissions and booth rentals. It also sells branded apparel and other merchandise as well as gold prospecting related items.

GPAA’s initial memberships cost $79.50. Members are entitled to receive a 14” gold pan, an annual subscription to the “Gold
Prospectors & Treasure Hunters in the Great Outdoors” magazine, an annual subscription to the quarterly Pick & Shovel Gazette, the
GPAA Claims Club Membership Mining Guide and a Claims Club Prospecting Permit as well as related merchandise. Annual
renewal membership fees range from $30 to $59.50. The Company markets and advertises GPAA memberships and products on The
Outdoor Channel. GPAA also produces “Gold Fever” and “Prospecting America” shows which air on The Outdoor Channel.

GPAA offers unique gold prospecting trips to residents of the United States and Canada. The principal trip offered is the
annual trip to the Company’s 2,300-acre camp on the Cripple River adjacent to the Bering Sea and approximately 12 miles from Nome,
Alaska. In 2003 and 2002, the Alaska trip had approximately 322 and 295 participants, respectively.

Competition

We compete for viewers with other basic and pay cable television networks, including the Outdoor Life Network, Spike TV,
ESPN and others. If these or other competitors, many of which have substantially greater financial and operational resources than us,
significantly expand their operations with respect to outdoor-related programming or their market penetration, our business could be
harmed. In addition, certain technological advances, including the development of digital compression technology and the deployment
of fiber optic cable which are already substantially underway, are expected to allow cable systems to greatly expand their present
channel capacity. We believe the added capacity will create demand for our Channel where it is currently not launched. However, the
added capacity leaves room for additional programming of all types, which could dilute our market share and lead to increased
competition for viewers from existing or new programming services.

We also compete with large television network companies that generally have large installed subscriber bases and significant
investments in, and access to, competitive programming sources. In addition, large cable companies have the financial and
technological resources to create and distribute their own programming services, such as the Outdoor Life Network, owned and
operated by Comcast, the largest MSO, which provide substantial competition to The Outdoor Channel. Although historically we never
have done so, we may be required to pay launch or marketing support for carriage in certain circumstances in the future, which could
require significant expenditures of money, harming our operating results and margins. We compete for advertising revenue with cable
television networks, as well as with other national programming services, superstations, broadcast networks, and local over-the-air
television stations, and, with respect to their available advertising time in distributed programming, DBS, multi-channel, multi-point
distribution services, other multi-channel video programming distributors, broadcast radio and the print media. We compete with other
cable television networks for subscriber fees from, and affiliation agreements with, cable operators. Court and FCC actions have
removed certain of the impediments to entry by local telephone companies into the video programming distribution business, and other
impediments could be eliminated or modified in the future. These local telephone companies may distribute programming that is
competitive with the programming provided by us to cable and satellite operators.

While Lost Dutchman’s has numerous campground competitors, it is the only campground club the Company is aware of that
has a gold prospecting theme. It has been estimated that there are approximately 15,000 campgrounds in the United States of which
approximately 600 are membership campgrounds such as Lost Dutchman’s. Many of these campgrounds compete primarily by quali-
ty of facilities and amenities offered. By contrast,-Lost Dutchman’s has rustic facilities and few amenities and seeks to attract persons
who are interested in gold prospecting, hands on outdoor activities and wish to be part of a club in a family oriented environment.

5




Emﬁloyees

As of December 31, 2003, the Company, not including The Outdoor Channel, had a total of 31 employees of which 28 were
full time. The Outdoor Channel had a total of 86 employees of which 82 were full time. None of the Company’s employees are
covered by a collective bargaining agreement. The Company considers its relationship with its employees to be good.

Government Regulation

Our operations are subject to various government regulations. The operations of cable television systems, satellite distribution
systems and broadcast television program distribution companies are subject to the Communications Act of 1934, as amended, and to
regulatory supervision thereunder by the Federal Communications Commission (the “FCC”). Our leased uplink facility in Perris,
California is licensed by the FCC and must be operated in conformance with the terms and conditions of that license. Cable systems
are also subjected to local franchise authority regulation.

Local Cable Regulation
\ N
The cable television industry is regulated by municipalities or other local government authorities which have the jurisdiction
to grant and to assign franchises and to negotiate generally the terms and conditions of such franchises, including rates charged to
subscribers, except to the extent that such jurisdiction is preempted by federal law. Any such rate regulation could place downward
pressure on the potential subscriber fees to be earned by us.

Federal Cable Regulation

The cable television industry is subject to extensive legislation and regulation at the federal and local levels, and, in some
instances, at the state level, and many aspects of such regulation are currently the subject of judicial proceedings and administrative or
legislative proposals. Operating in a regulated industry increases our costs of doing business.

In 1992, Congress enacted the Cable Television Consumer Protection and Competition Act of 1992 (the “1992 Cable Act”).
To spur the development of independent cable programmers and competition to incumbent cable operators, the 1992 Cable Act imposed
restrictions on the dealings between cable operators and cable programmers. Of special significance from a competitive business
perspective, the 1992 Cable Act precludes video programmers affiliated with cable companies from favoring their affiliated cable
operators over competitors and requires such programmers to sell their programming to other multi-channel video distributors. This
provision limits the ability of vertically integrated cable programmers to offer exclusive programming arrangements to cable
companies. This prohibition was scheduled to expire in October 2002, however the FCC extended the expiration date to October 2007
unless;the FCC then determines that another extension is necessary to protect competition and diversity.

Many of the FCC’s program access rules apply only to satellite-delivered programming, and, if a programmer delivers its
programs without satellites, the program access rules may be inapplicable to such programming. The DBS industry and other multi-
channel video programming distributors are also subject to certain rules, regulations and FCC oversight.

Regulatory carriage requirements also could adversely affect the number of channels available to carry The Outdoor Channel.
The 1992 Cable Act granted broadcasters a choice of must carry rights or retransmission consent rights. The rules adopted by the FCC
generally provided for mandatory carriage by cable systems of all local full-power commercial television broadcast signals selecting
must carry rights and, depending on a cable systems’ channel capacity, non-commercial television broadcast signals. Such statutorily
mandated carriage of broadcast stations coupled with the provisions of the Cable Communications Policy Act of 1984, which require
cable television systems with 36 or more “activated” channels to reserve a percentage of such channels for commercial use by
unaffiliated third parties and permit franchise authorities to require the cable operator to provide channel capacity, equipment and
facilities for public, educational and government access channels, could adversely affect carriage of The Outdoor Channel by limiting
its carriage in cable systems with limited channel capacity. In 2001, the FCC adopted rules relating to the cable carriage of digital
television signals. Among other things, the rules clarify that a digital-only television station can assert a right to analog or digital
carriage on a cable system. The FCC initiated a further proceeding to determine whether television stations may assert the rights-to
carriage of both analog and digital signals during the transition to digital television and to carriage of all digital signals. The imposition
of such additional must carry regulation, in conjunction with the current limited cable system channel capacity, would make it likely
that cable operators will be forced to drop some cable programming services, which may have an adverse impact on-the programming
companies in which we have interests.
|
" If we distribute television programming through new media, such as video-on-demand through the Internet, we may be
required to obtain federal, state and local licenses or other authorizations to offer such services. We may not be able to obtain licenses
or authcrizations in a timely manner, or at all, or conditions could be imposed upon licenses and authorizations that may not be
favorable to us. '
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In the future, any increased regulation of rates, and in particular the rates for basic cable services, could, among other things,
put downward pressure on the rates charged by cable programming services, and affect the ability or willingness of cable system
operators to retain or to add The Outdoor Channel network on their cable systems. If, in response to any rate regulation, cable system
operators implement channel offering structures that require subscribers to affirmatively choose to pay a separate fee to receive The
Outdoor Channel network, either by itself or in combination with a limited number of other channels, our business could be harmed.

The regulation of programming services, cable television systems and satellite licensees is subject to the political process and
has been in constant flux over the past decade. Further material changes in the law and regulatory requirements must be anticipated and
our business may be adversely affected by future legislation, new regulation or deregulation.

Lost Dutchman’s Regulations

To operate our campgrounds, we must comply with discretionary permits or approvals issued by local governments under local
zoning ordinances and other state laws. In addition, to construct improvements at campgrounds, we have usually been required to obtain
permits such as building and sanitary sewage permits. Some states in which we sell memberships have laws regulating campground
memberships. These laws sometimes require comprehensive disclosure to prospective purchasers. Some states have laws requiring us
to register with a state agency and obtain a permit to market. We have undertaken a comprehensive program to ensure compliance with
applicable laws in all 50 states.

Other Regulations

In addition to the regulations applicable to the cable television and campground industries in general, the Company is also
subject to various local, state and federal regulations, including, without limitation, regulations promulgated by federal and state
environmental, health and labor agencies. The Company’s Membership Division is subject to various local, state and federal statutes,
ordinances, rules and regulations concerning, zoning, development, and other utilization of its propérties.

Intellectual Property

“The Outdoor Channel ®” is a registered trademark of the Company.




i DESCRIPTION OF PROPERTIES

Information with tespect to the location and general character of Holdings’ materially important properties is as follows.
Crippie River

The Cripple River property consists of approximately 2,300 patented (*See definition of “patented,” below) acres and is locat-
ed in the Cape Nome area of Alaska. The Cripple River property is the principal destination of the “Alaska Trip” participants. The
Company has constructed over 130 rooms and has constructed drinking and wastewater treatment facilities and a number of other build-
ings.

Loud Mine

The Loud Mine is located in White County, Georgia on 38 deeded acres. Campground facilities include a clubhouse, bath-
rooms, showers and a dump station. Camping is available for 250 or more persons.

Stanton Property

The Stanton property consists of 35 patented acres and is located approximately 50 miles northwest of Phoenix, Arizona. It is
contiguous with 85 acres owned by an affiliated organization with which we have a mutual use agreement. Either on the Company’s
property or the affiliate’s property there are various common area facilities constructed including sanitary facilities, recreation vehicle
hookups and parking for several hundred self contained units.

Burnt ‘River/Cave Creek

~ The Burnt River Camp consists of 135 patented acres and the adjacent Cave Creek property consists of 32 patented acres.
These properties are located in eastern Oregon and have various common area facilities.

Vein Mountain Camp

- The Vein Mountain Camp, located in West Central North Carolina approximately 7 miles from the town of Marion. The Camp
consists of 130 deeded acres and has various common area facilities constructed including sanitary facilities. There is camping for up
to 250 self-contained vehicles.
Junction Bar Placer

~

' The Junction Bar Placer has 26 acres of patented land located at the confluence of the Klamath and Scott Rivers in northern
California.

Oconee Camp

* The Oconee Camp, located just north of Walhalla, South Carolina, consists of 120 acres of deeded property. Oconee is a prim-
itive campground with minimal facilities. Overnight camping is not currently available at this site.

Leadville Property

" The Leadville property, located in Lake County, Colorado is comprised of approximately 60 patented acres. This is a primi-
tive campground with no facilities. There is camping for up to 200 self-contained vehicles.

Omilak Silver Mine

i The Omilak Silver Mine consists of approximately 40 acres of patented land and is located about 80 miles northeast of Nome,
Alaska. The property has on it previously existing equipment, mine shafts, rail and mine cars and several buildings.

High Divide Property

" The High Divide property consists of 20 acres of patented land and is located in Esmeralda County, Nevada. This property is
remote, without facilities.




Nederland Property

The Nederland property consists of 5 patented acres located in Boulder County, Colorado. This property does not have
facilities. ‘ : S V ’

Athens Property

The Athens property is located in the Village of Athens in Calhoun County, Michigan. This property, acquired in November,
2003 consists of approximately 69.5 acres with various buildings such as a house already constructed. The buildings are being
evaluated as to usability. Most will likely be demolished. The property has yet to be developed into usable property for its intended use
as a recreation gold prospecting property. The costs to complete the development have not been estimated as of March 30, 2004.

* Patented land is United States public land that has been transferred to private fee simple ownership. Mining claims
can be perfected into patented land which is what occurred on some of the Company’s properties before the Company
acquired those properties. '




INVESTOR INFORMATION

In June of 2003, we changed our corporate name from Global Outdoors, Inc. to Outdoor Channel Holdings, Inc. The
Compény’s Common Stock is listed for trading on the NASD’s over the counter Bulletin Board under the trading symbol “OUTD”.
Formerly our stock symbol was “GLRS”. The following table sets forth for the quarters indicated the reported high and low bid prices
as quoted on the Over-the-Counter Bulletin Board. These quotations reflect inter-dealer prices, without retail mark-up, mark-down or
commission, and may not represent actual transactions.

High Low

2002 First Quarter 10.80 7.80
Second Quarter 11.35 7.80

Third Quarter 9.75 6.75

Fourth Quarter 9.15 7.50

2003 First Quarter 10.20 8.25
Second Quarter 18.50 - 10.00

Third Quarter 32.50 18.00

Fourth Quarter 31.50 28.00

~ On September 12, 1994, Outdoor Channel Holdings, Inc. effected a 2 for 1 forward split of its Common Stock. On March 4,
1992, we effected a 1 for 20 reverse split of its Common Stock. Share amounts and prices herein have been restated to reflect the
foregoing splits. On May 1, 1989, we distributed a special Common Stock dividend payable at the rate of one share of Common Stock
for every ten shares of Common Stock held. Shareholders who purchased Common Stock before the aforementioned stock splits and
dividend need to be mindful that their holdings have been adjusted to reflect these splits and dividend.

In October 1991, February 1993, April 1994, November 1995, December 1996, December 1997 and May 1999, we authorized
paying.a dividend in Common Stock to our Preferred Shareholders for the years 1991 through 1998. In January 2002, we authorized
paying a dividend in cash to our Preferred Shareholders for the years 1999 through 2001. Dividends have not been declared with respect
to our common shares since inception. It is not likely we will pay any cash dividends in the foreseeable future. We-intend to reinvest
earnings, if any, in its operations.

~ Our Preferred Stock was issued as Convertible Exchangeable Preferred Stock. The Preferred Shareholders had the right, at any
time, to convert their Preferred Stock to Common Stock and, conversely, Holdings had the right, at any time after March 31, 1991, to
exchange the Preferred Stock for Common Stock. On February 20, 2002, Holdings called its Preferred Stock for exchange. Each share
of Preferred Stock was exchanged for one share of Common Stock. The exchange was effective on March 25, 2002, at which time all
the outstanding Preferred Stock was deemed exchanged for Common Stock. Immediately before the Preferred Stock was called for
exchaﬁge there were 58,725 shares of Preferred Stock outstanding. After the exchange was effective, there was no Preferred Stock
outstanding and an additional 58,725 shares of Common Stock was issued.

In January 2002 options to exercise 8,450 shares were exercised by a former employee at the exercise prices of $3.00 and $4.00
per share. Said shares were paid for by a secured loan from the Company which was re-paid with cash in 2003. In May 2002 options
to exercise 12,400 shares were exercised by two former employees at exercise prices of $3.00 and $4.00 per share. 12,000 shares were
paid for by a secured loan from the Company which was re-paid with cash in 2003. The 400 shares were paid for by cash at the time
of purchase. In October 2002, options to exercise 11,000 shares were exercised, with cash, by consultants to the Company at exercise
prices of $3.00 and $4.00 per share and a weighted average price of $3.09 per share.

- In 2003 service providers exercised options to acquire 11,000 shares of common stock with exercise prices ranging from $3.00
to $4.00 per share and a weighted average price of $3.27 per share. Employees and a former employee exercised, with cash, options to
acquiré 107,866 shares of common stock with exercise prices ranging from $2.25 to $4.00 per share and a weighted average price of
$2.57 per share.

- Also during 2003, a former director and officer of the Company exercised his right to accept 134,375 shares of common stock
in lieu of cash in consideration of the cancellation of deferred compensation due him of $175,375. At the same time, the director/offi-
cer exercised his right to accept 125,726 shares of The Outdoor Channel’s common stock in lieu of cash in consideration of the
cancellation of deferred compensation due him by The Outdoor Channel of $142,375.

- We offset $622,500 due from the exercise of options for the purchase of 265,000 shares of common stock at $2.25 per share
against the balance of shareholder loans payable by us to the holder of the options.

10




The issuance of shares was based upon the exemption from registration under the Securities Act of 1933 as a non-public
offering pursuant to Section 4(2) of the Act.

As of December 31, 2003, we had approximately 1,600 shareholders of record of its Common Stock.
Equity Compensation Plan Information

The following table provides details of our equity compensation plans at December 31, 2003:

Number of Securities to be Number of
Number of Securities Issued Upon Exercise of Weighted Average  Securities Remaining
Plan Authorized for Issuance Outstanding Options, Exercise Price of Available for
Category Securities Under the Plan Warrants, or Rights Qutstanding Options Future Issuance
1995 1SO Plan 500,000 434,134 $9.64 150
Non-Employee Directors
Stock Option Plan (1) 400,000 50,000 $31.25 350,000
Officer Grant (2) 175,000 175,000 $29.00 -
1,075,000 659,134 $16.42 350,150

(1) This plan has been approved by the board of directors of Outdoor Channel! Holdings, Inc. and is pending approval by
its shareholders. In January 2004, in accordance with the terms of this plan, a grant of 50,000 shares with an exercise
price of $32.00 was automatically made to a newly appointed director. This grant, along with the 2003 grant for
50,000 shares, is also pending shareholder approval as part of the plan.

(2) This grant has been approved by the board of directors of Outdoor Channel Holdings, Inc. and is pending approval
by its shareholders.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

~ The following information includes forward-looking statements, the realization of which may be 1mpacted by certain factors,
including those factors discussed in Risk and Uncertainties below.

General

" Outdoor Channel Holdings, Inc. (collectively with its subsidiaries the “Company” or “Holdings”) owns approximately 82.7%
of The Outdoor Channel, Inc. (the “Outdoor Channel” or “Channel”). In the event all outstanding options to purchase Common Stock
in the Channel were exercised, as of year-end, the Company would own approximately 67.0% of The Outdoor Channel. As of March
1, 2004, these same ownership percentages are 82.5% and 66.9%, respectively. The Outdoor Channel is a national television network
devoted primarily to traditional outdoor activities, such as hunting, fishing, shooting sports, rodeo, motor sports, gold prospecting and
related life style programming. We also own and operate related businesses which serve the interests of viewers of The Outdoor Channel
and other outdoor enthusiasts. These related businesses include: LDMA-AU, Inc. (“Lost Dutchman’s”) and Gold Prospectors’
Association of America, Inc. (“GPAA”). Lost Dutchman’s is a national gold prospecting campground club with approximately 6,300
members and properties in Arizona, California, Colorado, Georgia, Michigan, Nevada, North Carolina, Oregon and South Carolina. We
believe GPAA is one of the largest gold prospecting clubs in the world with approximately 32,900 active members. GPAA is the
publisher of “Gold Prospectors & Treasure Hunters in the Great Outdoors” magazine and owner of a 2,300 acre property near Nome,
Alaska used to provide outings for a fee to its members.

Our revenues include advertising fees from advertisements aired on The Outdoor Channel and from advertisements in “Gold
Prospectors & Treasure Hunters in the Great Outdoors” magazine; subscriber fees paid by cable and direct broadcast satellite, or DBS,
operators that air on The Outdoor Channel; producer fees paid by outside producers to air their programs on The Outdoor Channel;
membership fees from members in both Lost Dutchman’s and GPAA and other income including products and services related to gold
prospecting, gold shows, and trips and outings.

. In 1998, The Outdoor Channel launched on EchoStar’s Dish Network. Although we currently do not have an executed
agreement with EchoStar, we expect to enter into such an agreement on basically the same terms as our prior agreement with them. In
the meantime, they continue to carry the Channel on their network and make regular payments.

In January 2002, The Outdoor Channel signed a national affiliation agreement with Comcast Corporation, the largest MSO in
the United States which had approximately 22 million subscribers and renewed its affiliation agreement with the National Cable
Television Cooperative, which is an association of small to mid-size cable operators which currently represents approximately 14
million households. The Channel’s contract with NCTC includes the vast majority of independent cable operators.

In March 2002, The Outdoor Channel entered into an agreement with Nielsen Media Research to provide ratings data for the
Channel’s programming. The Company believes that with published ratings, it will encourage a wider diversity of advertisers to
consider advertising on The Outdoor Channel.

. In September 2002, The Outdoor Channel signed a national affiliation agreement with DirecTV, the largest DBS distributor in
the United States. The Outdoor Channel was launched on DirecTV on October 1, 2002, and is available a la carte and in DirecTV’s
Sports Pack.

The shareholders of the Company approved changing the Company’s name to Outdoor Channel Holdings, Inc. from Global
Outdoors, Inc. at the Annual Shareholders meeting held on June 23, 2003. The name change was effective on June 27, 2003.

During 2003, The Outdoor Channel added several new shows to its 2003 and 2004 lineup. Included in these shows are Cabela’s
Sportsman’s Quest, L.L. Bean’s Guide to the Outdoors, Track and Trail Adventures with Wally Dallenbach, Guns and Ammo TV, Mark
Sosin’s Saltwater Journal, Bass Pro Shops Outdoor World Television, Four Wheeler TV, Hot Rod TV, and many more.

'On July 27, 2003 The Outdoor Channel was honored as Programmer of the Year by the National Cable Television
Cooperatwe

On November 13, 2003, Mr. Richard K. Dickson I resigned as Chief Operating Officer, Chief Financial Officer and General
Counsel, and as Director of both Holdings and The Outdoor Channel. In November 2003, we appointed Mr. William A. Owen as Chief
" Financial Officer. In December 2003, David C. Merritt was added to the Board of Directors and designated as the Company’s financial
expert. Mr. Merritt, an outside board member, is the Company’s Audit Chairman. .
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From July 30, 1997 to August 1, 2003, the Company’s Common Stock had been traded on the NASD’s Over the Counter
Bulletin Board under the symbol “GLRS.” Effective August 04, 2003, Outdoor Channe! Holdings, Inc. (formerly Global Outdoors, Inc.)
changed its symbol to “OUTD.”

Critical Accounting Policies and Estimates

The preparation of financial statements in conformity with United States generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates. The Company believes the following critical accounting policies affect its more
significant judgments and estimates used in the preparation of financial statements.

Revenue Recognition

Advertising revenues for The Outdoor Channel are recognized when the advertisement is aired. Advertising revenues from
advertisements in the Company’s bi-monthly magazine are recognized when the magazine is distributed. Revenues from the “Alaska
Trip” are recognized when trips are taken in June through August each year. Revenues from outings and gold shows are recognized
at the time of the event. Subscriber fees for The Outdoor Channel are recognized in the period the programming is aired by the
distributor and collection is probable.

Merchandise sales for the Company are recognized when the product is shipped and collection of the receivable is probable.
Lost Dutchman’s campground membership sales are generally recognized on a straight-line basis over the estimated average life (7
years) of the membership. The Company does not record any receivables arising under these contracts due to the uncertainty of
collection. Accordingly, revenues recognized do not exceed the total cash payments received and cash received in excess of revenue
earned is recorded as deferred revenue. The majority of GPAA membership sales is for one year and is generally recognized in the year
of sale. Multi-year GPAA membership sales are recognized on a straight-line basis over the life of a membership for an estimated life
of 15 years for a lifetime membership.

Long-Lived Assets

Long-lived assets, such as property and equipment and trademarks, are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount of an asset may not be recoverable. Impairment losses are recognized when events
or changes in circumstances indicate that the undiscounted cash flows estimated to be generated by such assets are less than their
carrying value and, accordingly, all or a portion of such carrying value may not be recoverable. Impairment losses for assets to be held
and used are then measured based on the excess, if any, of the carrying amounts of the assets over their fair values. Long-lived assets
to be disposed of in a manner that meets specific criteria are stated at the lower of their carrying amounts or fair values less costs to sell
and are no longer depreciated.

Accounts Receivable

The Company maintains an allowance for doubtful accounts for estimated losses that may arise if any of its customers
are unable to make required payments. Management specifically analyzes the age of customer balances, historical bad debt experience,
customer credit-worthiness, trade publications regarding the financial health of its larger customers and changes in customer payment
terms when making estimates of the uncollectability of the Company’s trade accounts receivable balances. If the Company determines
that the financial condition of any of its customers deteriorated, whether due to customer specific or general economic issues,
increases in the allowance may be made.

Deferred Tax Assets

The Company accounts for income taxes pursuant to the asset and liability method which requires deferred income tax assets
and liabilities to be computed for temporary differences between the financial statement and tax bases of assets and liabilities that will
result in taxable or deductible amounts in the future based on enacted laws and rates applicable to the periods in which the temporary
differences are expected to affect taxable income. Valuation allowances are established when necessary to reduce deferred tax assets to
the amounts expected to be realized. The income tax provision is the tax payable or refundable for the period plus or minus the change
during the period in deferred tax assets and liabilities.

Recent Accounting Developments
In December 2002, the FASB issued Statement of Financial Accounting Standards No. 148, “Accounting for Stock-Based
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Compensation-Transition and Disclosure” (“SFAS 148”), which amended SFAS No. 123, “Accounting for Stock-Based Compensation”
to provide alternative methods of transition for voluntary change to the fair value based method of accounting for stock-based
compensation. The Company has not and does not currently intend to make such a change. In addition, SFAS 148 amended the
disclosure requirements of SFAS No. 123 to require prominent disclosures in both annual and interim financial statements about the
method of accounting for stock-based employee compensation and the effect of the chosen method on reporting results. The Company
has inéluded the disclosures required by SFAS 148 in Notes 2 and 8§ to the accompanying consolidated financial statements.

The FASB had issued certain other accounting pronouncements as of December 31, 2003 that will become effective in subse-
quent periods; however, management of the Company does not believe that any of those pronouncements would have significantly
affected the Company’s financial accounting measurements or disclosures had they been in effect during 2003 or 2002.

Combarison of Years Ended December 31, 2003 and December 31, 2002

. Revenues

- Our revenues include revenues from advertising fees, subscriber fees, GPAA and Lost Dutchman’s membership sales,
merchandise sales and sponsored outings to prospect for gold. Advertising revenue is generated from the sale of advertising time on
The Outdoor Channel and from the sale of advertising space in publications such as the “Gold Prospectors & Treasure Hunters in the
Great Outdoors” magazine. During 2003 and 2002, The Outdoor Channel generated approximately 97% of our Advertising revenue.
Subscriber fees are solely related to The Outdoor Channel business segment. Membership income is generated by our activities other
than The Outdoor Channel. v

Total revenues for the year ended December 31, 2003 were $31,701,773, an increase of $10,308,828, or 48%, compared to
revenues of $21,392,945 for the year ended December 31, 2002. This increase was the result of changes in several items comprising
revenue.

Advertising revenue increased to $16,409,610 for the year ended December 31, 2003 from $10,969,086 for the year ended
December 31, 2002, an increase of $5,440,524 or 50%. The increase is driven by being better able to compete for national advertising
business as a result of obtaining Nielsen ratings which allowed us to demonstrate our household delivery. Nielsen reported that we had
26.1 million subscribers at the end of 2003 compared to 21.5 million at the end of 2002 an increase of 4.6 million or 21%. The fact
that we had Nielsen ratings and demographic data coupled with the increased subscribers allowed us to better utilize our advertising
inventory and increase our effective rates realized on our advertising time on The Outdoor Channel.

Subscriber fees increased to $10,836,568 for the year ended December 31, 2003 from $6,070,897 for the year ended December
31, 2002, primarily due to: more affiliates carrying the Channel from approximately 4,900 a year previously to approximately 5,400 at
2003 year-end; subscriber fee rate increases with existing affiliates; beginning of payments from certain carriers who had previously
received The Channel without charge; and the fall 2002 launch of The Outdoor Channel on DirecTV.

Membership income increased to $4,455,593 for the year ended December 31, 2003 from $4,352,962 for the year ended
December 31, 2002, representing an increase of $102,633 or approximately 2%. We believe that most of this increase was a result of
creating demand for memberships and merchandise sales from programming aired on The Outdoor Channel.

. Expenses

- Expenses consist of the cost of the Company’s satellite transmission fees, advertising and programming, bad debts and
selling, general and administrative expenses. '

; Total expenses for the year ended December 31, 2003 were $24,061,730, an increase of $7,244,270, or 43%, compared to
$16,817,460 for the year ended December 31, 2002. As a percentage of revenues, total expenses are 76% and 79% in 2003 and 2002,
respectively. The increase in expenses was due to several factors but is principally driven by increasing costs to support our revenue
growth.,

1 Satellite transmission fees remained nearly the same at $2,423,361 for the year ended-December 31, 2003 compared to
$2,358,720 for the year ended December 31, 2002, due to fixed contracts. :

| Advertising and programming expenses increased to $4,884,085 for the year ended December 31, 2003 compared to
$3,854,117 for the year ended December 31, 2002, an increase of $1,029,968 or 27%. As a percentage of revenue, advertising and
programiming expenses are 15% and 18% in 2003 and 2002, respectively. The increase reflects an increase in our consumer and trade
awareness programs. In 2003, The Outdoor Channel produced more programs in-house as opposed to licensing our programming from
third parties which increased our programming costs.

14




Provision for doubtful accounts increased to $327,576 for the year ended December 31, 2003, compared to $256,922 for the

year ended December 31, 2002. As a percentage of sales, bad debts expense remained essentially the same at approximately 1% in 2003
and 2002.

Selling, general and administrative expenses increased to $16,426,708 for the year ended December 31, 2003, compared to
$10,347,701 for the year ended December 31, 2002. As a percent of revenues, selling, general and administrative expenses were 52%
and 48% in 2003 and 2002, respectively. The increase of the expense is due to a number of factors including: increases in personnel
expenses primarily resulting from the increase in the number of employees from 65 at the end of 2002 to 86 by the end of 2003;
increased depreciation expense as a result of our equipment purchases in 2003 and 2002 to support our growth; our increased travel
related to our increased sales staff and others to promote The Channel; increased research costs associated with purchasing Nielsen
ratings and data; increased professional fees including public relations, accounting and legal fees.

Also increasing our selling, general and administrative expenses is the inclusion of costs associated with the resignation of
an officer/director in November 2003 amounting to approximately $625,000 or 2% of revenues. Further the Company incurred
approximately $250,000 in expenses relating to conversion of stock subscriptions receivable for services.

Income From Operations

Income from operations increased to $7,640,043, or 67% for the year ended December, 31, 2003 compared to $4,575,485 for
the year ended December 31, 2002. As a percentage of total revenues, income from operations increased to 24% for the year ended
December 31, 2003 compared to 21% for the year ended December 31, 2002. This increase was due mainly to the increased revenues
outlined above.

Net Interest (Expense)/Income

Net interest (expense)/income increased to a net income of $12,436 for the year ended December 31, 2003, compared to a net
expense of $815 for the year ended December 31, 2002. This improvement was primarily due to the retirement of the Company’s debt
to stockholders during 2003, resulting in less interest expense complemented by the interest earned on its increased cash balances for
the year ended December 31, 2003 compared to the year ended December 31, 2002.

Income Before Provision For Income Taxes and Minority Interest in Net Income of Consolidated Subsidiary

Income before provision for income taxes and minority interest increased slightly as a percentage of revenues at 24% for the
year ended December 31, 2003 compared to 22% for the year ended December 31, 2002. The improvement is a result of the Company
being able to grow revenues faster than expenses.

For The Outdoor Channel business segment, income before provision for income taxes and minority interest as a percentage
of revenue increased to 35% for the year ended December 31, 2003, compared to 27% for the year ended December 31, 2002. This
improvement reflects the operating leverage inherent in The Outdoor Channel’s business as revenue growth out paced expense growth.

For the membership business segment, income (loss) before provision for income taxes and minority interest as a percentage
of revenues decreased to a loss of 13% for the year ended December 31, 2003 compared to a profit of 3% for the year ended December
31, 2002 as a result of incurring rate increases on general and health insurance, increased expenditures for publishing our magazines
and Mining Guide principally related to rate increases, and increases in payroll and related costs.

For the Corporate business segment, loss before provision for income taxes and minority interest was $1,042,748. The
expenses allocated to this business segment include: professional fees including public relations, accounting and legal fees, the
inclusion of severance associated with the resignation of an officer/director in November 2003 and the exercise of stock subscriptions
receivable for services rendered.

Provision For Income Taxes

The provision for income taxes for the year ended December 31, 2003 was $3,162,000 as compared to $1,882,161 for the year
ended December 31, 2002. This was due to the Company earning more taxable income in 2003 as compared to 2002. The effective
income tax rate was approximately 41% for each of the years ended December 31, 2003 and 2002.

Minority Interest in Net Income of Consolidated Subsidiary

Minority interest for the year ended December 31, 2003 was $897,143 compared to $444,266 for the year ended December
31, 2002. This was due to the increased profitability of The Outdoor Channel.
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Net Income

. Net income for the year ended December 31, 2003 was $3,593,336 compared to $2,295,029 for the year ended December 31,
2002. This was due to the increased profitability of The Outdoor Channel partially offset by the losses of the membership segment.

Earnings Per Share

. Earnings per common share for 2003 grew to $0.65 per basic share or $0.48 per diluted share compared with $0.42 per basic
share or $0.38 per diluted share in 2002. Diluted earnings per share for both 2003 and 2002 reflect the material effects of the assumed
exercise of all of the outstanding stock options granted by us and our subsidiary, The Outdoor Channel, and the application of the
treasury stock method to the shares assumed to have been issued.

The common stock of The Outdoor Channel is not publicly traded. In applying the treasury stock method in connection with
the assumed exercise of the outstanding options of The Outdoor Channel and the computation of diluted earnings per share, we had
determined the fair value of the shares of its subsidiary based on the selling price for those shares in actual cash transactions. However,
there have been only a limited number of such transactions at infrequent intervals.

- During the fourth quarter of 2003, we obtained a preliminary estimated value of The Outdoor Channel’s shares from an
independent investment advisor. That preliminary estimated value was significantly above the value we had been using in prior
quarters during 2003 and 2002. We believe that this preliminary estimate of value is the best estimate to use as of December 31, 2003.
Under the treasury stock method, the higher estimate resulted in a significant increase in the number of shares that would have been
issued to the holders of The Outdoor Channel options and the portion of the net income of The Outdoor Channel allocable to minority
stockholders in the computation of diluted earnings per share.

Comparison of Years Ended December 31, 2002 and December 31, 2001

Revenues

Total revenues for the year ended December 31, 2002 were $21,392,945, an increase of $4,159,408 or 24%, compared to
revenues of $17,233,537 for the year ended December 31, 2001. This increase was primarily the result of an increase in advertising
revenues and subscriber fees.

‘ Advertising revenues increased substantially to $10,969,086 for the year ended December 31, 2002 compared to $8,644,609
for the year ended December 31, 2001, due primarily to an increase in advertising rates at The Qutdoor Channel.

" Subscriber fees increased significantly to $6,070,897 for the year ended December 31, 2002 compared to $3,873,902 for the
year ended December 31, 2001, due primarily to the increase in the number of subscribers The Outdoor Channel obtained from a cross
section of programming distributors.

~ Membership income decreased to $4,352,962 for the year ended December 31, 2002, compared to $4,715,026 for the year
ended December 31, 2001, which the Company believes is due primarily to the decrease in membership numbers for Gold Prospectors
of America in 2002 and to a decrease in participants on the Alaska trip. Decreases in membership sales and Alaska trip sales are also
believed to be due to the softened economy throughout 2002 and traveling unease.

Expenses

Expenses for the year ended December 31, 2002 were $16,817,460, an increase of $1,267,192 or 8%, compared to $15,550,268
for the year ended December 31, 2001. This increase in expenses was due to the several factors:

Satellite transmission fees remained neatly the same at $2,358,720 for the year ended December 31, 2002, compared to
$2,238,205 for the year ended December 31, 2001, due to the stabilization of our transponder and uplink cost.

" ‘Ad\}enising and programming expenses increased notably to $3,854,117 for the year ended December 31, 2002, compared to
$2,482,133 for the year ended December 31, 2001. This increase was due primarily to the continuation of our consumer and trade
industry awareness campaigns and our in-house programming initiatives and associated start-up costs.

~ Provision for doubtful accounts decreased by a very large amount to $256,922 for the year ended December 31, 2002,
compared to $1,311,641 for the year ended December 31, 2001, due primarily to the default of our long form advertising wholesaler
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and to a lesser degree to several short form and producer customers in 2001. The advertising wholesaler’s default resulted in a bad debt
of approximately $800,000 in 2001. The Company does not know why the wholesaler had business difficulties but it retained lawyers
and accountants in an attempt to recover the defaulted amount. It was determined that recovery would be challenging and unlikely. The
wholesaler had provided services to the Company since 1996 and had, in fact, advanced payments to the Company in the Company’s
difficult years of 1996 through 1998. The wholesaler collected funds due the Company from long form advertisers on The Qutdoor
Channel from which it deducted its commissions and remitted the balance. We did not expect the wholesaler to fail to remit funds it
had collected on behalf of the Company. Since that time, we have used our own resources and personnel to sell our advertising
inventory.

Selling, general and administrative expenses increased substantially to $10,347,701 for the year ended December 31, 2002,
compared to $9,518,289 for the year ended December 31, 2001. This increase was due primarily to overall growth at The Outdoor
Channel which, among other items, resulted in significant increases in personnel related costs including bonuses.

Income From Operations

Income from operations increased to $4,575,485, or 172% for the year ended December, 31, 2002, compared to $1,683,269
for the year ended December 31, 2001. As a percentage of total revenues, income from operations increased to 21% for the year ended
December 31, 2002 compared to 10% for the year ended December 31, 2001. This increase was due mainly to the increased revenues
outlined above.

Net Interest (Expense)/Income

Net interest (expense)/income decreased to a net interest expense of $815 for the year ended December 31, 2002, compared to
a net interest income of $26,401 for the year ended December 31, 2001. This was primarily due to interest rates being lower on the
Company’s cash accounts for the year ended December 31, 2002, compared to the year ended December 31, 2001. The Company had
less debt for the year ended December 31, 2002, than for the year ended December 31, 2001, but the interest rates on the remaining
loans were not lower and therefore did not counterbalance the decrease in interest income.

Income Before Provision for Income Taxes and Minority Interest In Net Income of Consolidated Subsidiary

Income before provision for income taxes and minority interest as a percentage of revenues increased to 22% for the year
ended December 31, 2002, compared to 10% for the year ended December 31, 2001. This increased rate was primarily due to
expenses only increasing 8% in the year ended December 31, 2002 compared to the year ended December 31, 2001, while revenues
increased 24% for the same time period.

For The Outdoor Channel business segment, income before provision for income taxes and minority interest as a percentage
of revenues increased to 27% for the year ended December 31, 2002, compared to 11% for the year ended December 31, 2001. This
increase was primarily due to expenses only increasing 13% in the year ended December 31, 2002 compared to the year ended
December 31, 2001, while revenues increased 37% for the same time period.

For the membership business segment, income before provision for income taxes and minority interest as a percentage of
revenues decreased to a loss of 5% for the year ended December 31, 2002, compared to a loss of 1% for the year ended December 31,
2001. This decrease was primarily due to the Alaska trip having 100 fewer participants in the year ended December 31, 2002 compared
to the year ended December 31, 2001, which the Company believes was due to air travel uneasiness and economic softness.

Provision for Income Taxes

The provision for income taxes for the year ended December 31, 2002, was $1,882,161 as compared to $718,000 for the year
ended December 31, 2001. This was due to the Company earning more taxable income in 2002 as compared to 2001.

Minority Interest in Net Income of Consolidated Subsidiary

Minority interest for the year ended December 31, 2002 was $444,266 compared to $180,782 for the year ended December
31, 2001. This was due to the increased profitability of The Outdoor Channel.

Net Income

Net income for the year ended December 31, 2002, was $2,295,029 compared to $810,888 for the year ended December 31,
2001. This was due to the increased profitability of The Outdoor Channel.
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Earnings Per Share

- Earnings per common share for 2002 grew to $0.42 per basic share or $0.38 per diluted share compared with $0.16 per basic
share or $0.14 per diluted share in 2001. Diluted earnings per share for both 2002 and 2001 reflect the material effects of the assumed
exercise of all of the outstanding stock options granted by us and our subsidiary, The Outdoor Channel, and the application of the
treasury stock method to the shares assumed to have been issued.

Liquidity and Capital Resources

The Company provided cash from operations of $6,189,675 in 2003, compared to $2,303,732 in 2002 and had a cash and cash
equivalents balance of $7,213,946 at December 31, 2003, which was an increase of $3,966,206 from the balance of $3,247,740 at
December 31, 2002. Current assets increased substantially to $13,967,468 at December 31, 2003 compared to $6,541,009 at December
31, 2002. Current liabilities increased to $2,623,503 at December 31, 2003 compared to $1,736,418 at December 31, 2002. Net
working capital increased to $11,343,965 at December 31, 2003, compared to $4,804,591 at December 31, 2002. Total liabilities
decreased to $4,352,854 at December 31, 2003 compared to $4,405,358 at December 31, 2002.

. In 2003, the Company generated an operating profit of $7,640,043 compared to an operating profit of $4,575,485 in 2002,
From 2000 through the present, the Company has financed its activities primarily from cash flows from operations. Between the
Company and The Outdoor Channel, we have two lines of credit aggregating to $1,650,000 with no outstanding borrowings and a
standby letter of credit for $140,000 issued under the line of credit as of December 31, 2003. The Company does not have any present
plans that would effect liquidity requirements on a long-term basis. The Company had no significant capital commitments as of
December 31, 2003. The capital improvements the Company made in 2003 which included purchasing of high definition camera
equipment for The Outdoor Channel were funded with cash from operations. The long-term liquidity requirement could change in the
event the Company changes its business strategy, including The Outdoor Channel’s methods of increasing subscribers, producing in-
house programming and/or making a significant acquisition.

- As of December 31, 2003, the Company had a note in the amount of $109,846 payable to a bank outstanding at an effective
interest rate of 5.00%. This note is secured by substantially all of the Company’s assets and is personally guaranteed by Perry T. Massie
and Thomas H. Massie. During 2003, the notes payable to the major stockholders including accrued interest was retired. The Company
intends'to retire this note i 2004.

As of March 2004, the Company is generating sufficient cash flow from operations to meet its short-term cash flow
requirements. The Outdoor Channel is generating cash flow in excess of its short-term cash flow requirements and is continuing the
trend of increased revenues. Management believes that the Company’s existing cash resources and anticipated cash flows from
operations will be sufficient to fund the Company’s operations at current levels and anticipated increased levels through January 1, 2005.
To the extent that such amounts are insufficient to finance the Company’s working capital requirements, the Company could be required
to seek financing. There can be no assurance that equity or debt financing will be available if needed or, if available, will be on terms
favorable to the Company or its shareholders. Significant dilution may be incurred by present shareholders as a result of any such
financing.

The Company continually reviews its business opportunities to assess feasibility of enhanced operations or competitive
position. The results of such analysis could result in the dedication of capital to take advantage of the opportunities so identified.
Currently the Company is reviewing modest improvements to its properties and is reviewing the capital requirements for HD
capability. To date, the Company has purchased some HD equipment out of cash flow. Significant commitments for additional capital
purchases have not been made.

A summary of the Company’s contractual obligations and commercial commitments as of 12/31/03:

‘ Less than After
Contractual Obligations Total 1 year 1-3 years 4-5 years 5 years
Long-term debt and capital leases $ 192,260 $ 133,347 $ 47,777 $ 11,136 $ —
Operating leases 11,725,000 2,084,000 1,811,000 1,560,000 6,270,000
Total Contractual Cash Obligations $11,917,260 $ 2,217,347 $ 1,858,777 $ 1,571,136 $ 6,270,000
Total
Amounts Less than After
Other Commercial Commitments Committed 1 year 1-3 years 4-5 years 5 years
Standby letters of credit $ 140,000 — — — $ 140,000
Total Commercial Commitments $ 140,000 — — — $ 140,000
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RISK AND UNCERTAINTIES

We may not be able to effectively execute our business plan to increase our revenues.

Qur strategy includes (1) expanding marketing efforts to grow our subscriber base, (2) aggressively pursuing national
advertising accounts, (3) increasing production and licensing high quality programming, and (4) seeking new membership in our club
organizations - GPAA and Lost Dutchman’s.

Growing our subscriber base depends upon many factors such as the success of our marketing efforts in driving consumer
demand for our Channel, overall growth in cable and DBS subscribers, the popularity of our programming, and our ability to negotiate
new carriage agreements and maintain existing agreements and distribution. There can be no assurance that we will be able to increase
the subscriber base of The Outdoor Channel on cable and DBS systems or that such carriage will not decrease.

Our ability to aggressively pursue national advertising accounts and thus to increase advertising rates depends upon the
popularity of our programming and the demographics of our viewers, as well as strategies taken by our competitors, strategies taken by
advertisers and the relative bargaining power of advertisers. We cannot assure you that our sponsors will pay advertising rates for
commercial air time at which we can make a profit or that we will be able to attract new advertising sponsors.

Building a library of programs by increasing our production and licensing high quality programming and program distribution
rights requires significant resources. We currently produce approximately 15% of our programming. Although we have recently
upgraded our Temecula, California, production facility, we expect that additional expenditures will be required. Additionally, we rely
on our producers and hosts to produce our programming. We acquire the remaining percentage of our shows from independent
producers. Although we are generally able to acquire shows at costs that aliow us to generate a profit, there is no assurance that we will
be able to do so in the future. There can be no assurances that we will successfully acquire, develop or produce original programming
of interest to our audience.

Our ability to attract new membership in our club organizations - GPAA and Lost Dutchman’s, depends upon our ability to
attract viewers with these interests to The Outdoor Channel and the success of direct mail campaigns, continued sponsorship of gold
shows around the country and introductory outings to be held at our campsites. We cannot assure you that we will succeed in cross-
selling our club organizations, their products and services to viewers of The Outdoor Channel or that viewers will maintain current
interest levels in these activities. Further we cannot assure you that our direct mail campaigns will drive interest in the clubs or that
continued sponsorship of gold shows around the country and introductory outings to be held at our campsites will successfully attract
new members or retain existing members.

If the costs associated with increasing the number of our subscribers are higher than we anticipate, our rate of growth could
be less than currently planned.

Although we currently have plans to increase our marketing and sales efforts to increase our number of subscribers, which in
turn could increase our advertising rates, we may not be able to do so economically. If the cost of increasing the number of our
subscribers is too expensive, or if the benefits of doing so do not materialize, we may not be able to achieve our current plans to expand
and improve our business and operating results or to prevent a decrease in the number of subscribers.

If The Outdoor Channel is placed in unpopular program packages by cable or DBS operators, or if service fees are increased
for our subscribers, the number of viewers may decline.

We do not control which cable channels The Outdoor Channel is packaged with by cable or DBS operators. The placement of
The Outdoor Channel in an unpopular program package could reduce the number of our viewers. We do not set the prices charged by
cable and DBS operators to their subscribers when The Outdoor Channel is packaged with other cable channels. The prices for the
channel packages in which The Outdoor Channel is bundled may be set too high to appeal to individuals who might otherwise be
interested in our network. Further, if The Outdoor Channel is bundled with networks that do not appeal to our viewers or is moved to
packages with fewer subscribers, we will lose viewers. These factors may adversely affect our viewership and harm our ability to
achieve our carriage goals.

We may not be able to increase our revenues sufficiently to cover increased expenses relating to programming costs.

The cost of programming has generally increased for the cable industry. We plan to build our programming library through
the acquisition of long-term broadcasting rights or the outright ownership of programs. This is expected to lead to a substantial increase
in programming costs. We cannot assure you that we will be able to successfully recover the cost of developing or acquiring
programming, whether produced by us or acquired from third-party producers.
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The development, production and completion of television programs requires a significant amount of capital. There are
substantial financial risks inherent in developing and producing television programs. Actual program costs may exceed their budgets.
Factors such as labor disputes, death or disability of key spokespersons or program hosts, damage to film negatives, master tapes and
recordings or adverse weather conditions may cause cost overruns and delay or prevent completion of a project.

If we fail to develop and distribute popular programs, our viewership would likely decline and cause our advertising revenue
to decrease.

" Our operating results depend significantly upon the generation of advertising revenue, mainly from manufacturers of products
used by outdoorsmen. Our advertising success largely depends on our Nielsen ratings, which estimates the number of viewers of The
Outdoor Channel, and this directly impacts the level of interest of advertisers. If we fail to program popular shows to maintain or
increase our current number of viewers, our Nielsen ratings could decline, which would likely cause our advertising revenue to decline.

We may not be able to retain and recruit sports personalities that appeal to our viewers as spokespersons and hosts.

" Our success depends, in part, upon our ability to recruit, contract with and retain sportspersons who have the recognition,
ability and charisma to make television programs and events interesting and entertaining to our viewers. There can be no assurance that
we will be able to retain our current spokespersons and hosts or identify and contract with new spokespersons and hosts in the future.
Our failure to attract and retain spokespersons and hosts that appeal to our viewing audience could lead to a decline in our audience and
market share.

‘We may not be able to effectively manage our projected growth.

. We have undergone rapid and significant growth over the last several years, and our strategic objectives include not only
further developing and enhancing our existing business, but also expanding our in-house production capabilities. There are risks
inherent in rapid growth and working toward achieving new strategic objectives, such as: Directing capital resources at appropriate
infrastructure, including facilities, information technologies systems and other equipment to support a growing organization; Hiring and
training new management, sales and marketing, production, and other personnel and the diversion of management’s attention and
resources from critical areas and existing projects; and implementing systems and procedures to successfully manage growth,
including monitoring operations, controlling costs and maintaining effective quality and service. We cannot assure you that we will be
able to successfully manage our projected growth or that we will be successful in managing our business objectives.

" Cable and DBS operators could discontinue or refrain from carrying The Outdoor Channel or move it to less highly-
. penetrated packages.

The success of The Outdoor Channel is dependent on our ability to enter into new carriage agreements while maintaining
existing agreements with and carriage by MSOs, their affiliate members and DBS systems. Although we have entered into national
carriage agreements with approximately 80 of the top 100 MSOs and DBS providers, execution of a national carriage agreement with
an MSO does not ensure that its affiliate systems will carry The Outdoor Channel. Under our current national carriage agreements and
carriage agreements with the MSOs’ affiliates, The Outdoor Channel typically offers MSOs and their cable affiliates the right to
broadcast The Outdoor Channel to their subscribers, but do not require that The Outdoor Channel be offered to its subscribers. Our most
significant cable and DBS distribution contracts include Charter, Comcast, Direct TV, EchoStar, Time Warner, and the NCTC. These
contracts generally have terms ranging from three to ten years and come up for renewal between today and 2008. Because certain
carriage. agreements do not specify on which service levels The Outdoor Channel is carried, such as analog versus basic digital,
expanded digital or specialty tiers, and in which geographic markets, we have no assurance that The Outdoor Channel will be carried
and available to viewers of any particular MSO.

; Qur satellite infrastructure may fail or be preempted by another signal.

Our ability to deliver programming to cable and DBS operators, and their subscribers, is dependent upon our satellite
equipment and software working properly to distribute our programming. If this system fails, or a signal with a higher priority replaces
our signal, which is determined by our agreement with the owner of the satellite, we may not be able to deliver programming to our
cable and DBS operator customers and their subscribers within the time periods advertised. In turn, we may lose subscribers, our
revenue will fall and our ability to offer programming and services will be harmed.

'Technologies in the cable television and DBS industry are constantly changing, and our failure to acquire or maintain
state-of-the-art technology may harm our business and competitive advantage.

‘The technologies used in cable and DBS industries are rapidly evolving. Many technologies and technological standards are
in development and have the potential to significantly transform the ways in which programming is created and transmitted. In
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addition, under some of our MSO contracts, we may be required to encrypt our signal. We cannot accurately predict the effects that
implementing new technologies will have on our programming and broadcasting operations. We may be required to incur substantial
capital expenditures to implement new technologies, or, if we fail to do so, may face significant new challenges due to technological
advances adopted by competitors, which may harm our business.

We may not be able to attract and retain key personnel.

Our success depends to a significant degree upon the continued contributions of the principal members of our sales,
marketing, production and management personnel, many of whom would be difficult to replace. All of our employees are “at-will”. Any
of our officers or key employees could leave at any time, and we do not have “key person” life insurance policies covering any of our
employees. The competition for qualified personnel has been strong in our industry. This competition could make it more difficuit to
retain our key personnel and to recruit new highly qualified personnel. If we lost Perry T. Massie, our President and Chief Executive
QOfficer and Co-President of The Qutdoor Channel, Inc. or William A. Owen, our Chief Financial Officer, or Andrew J. Dale, the Chief
Executive Officer and Co-President of The Outdoor Channel, Inc., our business would likely suffer. To attract and retain qualified
personnel, we may be required to grant large option or other stock-based incentive awards, which may be highly dilutive to existing
shareholders. We may also be required to pay significant base salaries and cash bonuses to attract and retain these individuals, which
payments could harm our operating resuits. If we are not able to attract and retain the necessary personnel we may not be able to
implement our business plan.

The cable television and DBS industry is subject to substantial regulation by federal, state and local governments, for which
compliance may be expensive, time consuming and may expose us to substantial compliance costs and penalties for failure to
comply.

The cable television industry is subject to extensive legislation and regulation at the federal and local levels, and, in some
instances, at the state level, and many aspects of such regulation are currently the subject of judicial proceedings and administrative or
legislative proposals. Operating in a regulated industry increases our costs of doing business.

To spur the development of independent cable programmers and competition to incumbent cable operators, the 1992 Cable Act
imposed restrictions on the dealings between cable operators and cable programmers. Of special significance from a competitive
business perspective, the 1992 Cable Act precludes video programmers affiliated with cable companies from favoring their affiliated
cable operators over competitors and requires such programmers to sell their programming to other multi-channel video distributors.
This provision limits the ability of vertically integrated cable programmers to offer exclusive programming arrangements to cable
companies. This prohibition was scheduled to expire in October 2002, however the Federal Communications Commission, to which we
refer as the FCC, extended the expiration date to October 2007 unless the FCC then determines that another extension is necessary to
protect competition and diversity.

Many of the FCC’s program access rules apply only to satellite-delivered programming, and, if a programmer delivers its
programs terrestrially, the program access rules may be inapplicable to such programming. The DBS industry and other multi-channel
video programming distributors are also subject to certain rules, regulations and FCC oversight.

Regulatory carriage requirements also could adversely affect the number of channels available to carry The Outdoor Channel.
The 1992 Cable Act granted broadcasters a choice of must carry rights or retransmission consent rights. The rules adopted by the FCC
generally provided for mandatory carriage by cable systems of all local full-power commercial television broadcast signals selecting
must carry rights and, depending on a cable systems’ channel capacity, non-commercial television broadcast signals. Such statutorily
mandated carriage of broadcast stations coupled with the provisions of the Cable Communications Policy Act of 1984, which require
cable television systems with 36 or more “activated” channels to reserve a percentage of such channels for commercial use by
unaffiliated third parties and permit franchise authorities to require the cable operator to provide channel capacity, equipment and
facilities for public, educational and government access channels, could adversely affect carriage of The Outdoor Channel by limiting
its carriage in cable systems with limited channel capacity. In 2001, the FCC adopted rules relating to the cable carriage of digital
television signals. Among other things, the rules clarify that a digital-only television station can assert a right to analog or digital
carriage on a cable system. The FCC initiated a further proceeding to determine whether television stations may assert the rights to
carriage of both analog and digital signals during the transition to digital television and to carriage of all digital signals. The imposition
of such additional must carry regulation, in conjunction with the current limited cable system channel capacity, would make it likely
that cable operators will be forced to drop some cable programming services, which may have an adverse impact on the programming
companies in which we have interests.

If we distribute television programming through new media, such as video-on-demand through the Internet, we may be
required to obtain federal, state and local licenses or other authorizations to offer such services. We may not be able to obtain licenses
or authorizations in a timely manner, or at all, or conditions could be imposed upon licenses and authorizations that may not be
favorable to us.
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In the future, any increased regulation of rates, and in particular the rates for basic cable services, could, among other things,
put downward pressure on the rates charged by cable programming services, and affect the ability or willingness of cable system
operators to retain or to add The Outdoor Channel network on their cable systems. If, in response to any rate regulation, cable system
operators implement channel offering structures that require subscribers to affirmatively choose to pay a separate fee to receive The
Outdoor Channel network, either by itself or in combination with a limited number of other channels, our business could be harmed.

" The regulation of programming services, cable television systems and satellite licensees is subject to the political process and
has been in constant flux over the past decade. Further material changes in the law and regulatory requirements must be anticipated and
our business may be adversely affected by future legislation, new regulation or deregulation.

. Cable television and DBS programming signals have been stolen or could be stolen in the future, which reduces the potential
' revenue from subscriber fees.

' The delivery of subscription programming requires the use of conditional access technology to limit access to programming
to only; those who subscribe to programming and are authorized to view it. Conditional access systems use, among other things,
encryption technology to protect the transmitted signal from unauthorized access. It is illegal to create, sell or otherwise distribute
software or devices to circumvent conditional access technologies. However, theft of cable and satellite programming has been widely
reported, and the access or “smart” cards used in cable and DBS operators’ conditional access systems have been compromised and
could be further compromised in the future. When conditional access systems are compromised, we do not receive the potential
subscriber revenues from the cable and DBS operators. Further, measures that could be taken by cable and DBS operators to limit such
theft are not under our control.

" The market in which we operate is highly competitive, and we may not be able to compete effectively, espec1ally against
competitors with greater financial resources, brand recognition or marketplace presence.

We compete for viewers with other basic and pay cable television networks, including the Outdoor Life Network, Spike TV,
ESPN and others. If these or other competitors, many of which have substantially greater financial and operational resources than us,
significantly expand their operations with respect to outdoor-related programming or their market penetration, our business could be
harmed. In addition, certain:technological advances, including the development of digital compression technology and the deployment
of fiber optic cable which are already substantially underway, are expected to allow cable systems to greatly expand their present
channel capacity, which could dilute our market share and lead to increased competition for viewers from existing or new programming
services.

We also compete with large television network companies that generally have large installed subscriber bases and significant
investments in, and access to, competitive programming sources. In addition, large cable companies have the financial and
technological resources to create and distribute their own programming services, such as the Outdoor Life Network owned and
operated by Comcast, the largest MSO, which provide substantial competition to The Outdoor Channel. Although historically we never
have done so, we may be required to pay launch or marketing support for carriage in certain circumstances in the future, which could
require significant expenditures of money, harming our operating results and margins. We compete for advertising revenue with cable
television networks, as well as with other national programming services, superstations, broadcast networks, and local over-the-air
television stations, and, with respect to their available advertising time in distributed programming, DBS, multi-channel, multi-point
distribution services, other multi-channel video programming distributors, broadcast radio and the print media. We compete with other
cable television networks for subscriber fees from, and affiliation agreements with, cable operators. Court and FCC actions have
removed certain of the impediments to entry by local telephone companies into the video programming distribution business, and other
impediments could be eliminated or modified in the future. These local telephone companies may distribute programming that is
competitive with the programming provided by us to cable operators.

Because we expect to increasingly depend upon our intellectual property rights, our inability to protect those rights could
negatively impact our ability to compete.

We currently license most of our programs from third-party television and film producers. In order to build a library of
programs and programming distribution rights, we must obtain all of the necessary rights, releases and consents from the parties
involved in developing a project or from the owners of the rights in a completed program. There can be no assurance that we will be
able to obtain necessary rights or properly maintain and document such rights.

If we are unable to protect our portfolio of trademarks, service marks, copyrighted material and characters, trade names and

other intellectual property rights, our ability to compete could be harmed. Protecting our intellectual property rights by pursuing those
who infringe or dilute our rights or defending against third party claims, can be costly.
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Seasonal increases or decreases in viewership may negatively affect our business.

Seasonal trends are likely to affect our viewership, and consequently, could cause fluctuations in our advertising revenues.
For this reason, fluctuations in our revenues and net income could occur from period to period depending upon the availability of
advertising revenues. Due, in part, to these seasonality factors, the results of any one quarter are not necessarily indicative of results for
future periods, and cash flows may not correlate with revenue recognition.

Our operating results may vary significantly.

Our operations are influenced by many factors that we cannot fully control. These factors may cause our financial resuits to
vary significantly in the future and may not meet the expectations of securities analysts or investors. If this occurs, the price of our stock
would likely decline. Factors that can cause our results to fluctuate include, but are not limited to: Carriage decisions of cable and DBS
operators; Demand for advertising and advertising rates and offerings of competing media; Changes in the growth rate of cable and
DBS subscribers; Cable and DBS operators’ capital and marketing expenditures and their impact on programming offerings and
penetration; Seasonal trends in viewer interests and activities; Pricing, service, marketing and acquisition decisions that could reduce
revenues and impair quarterly financial results; The mix of cable television and DBS-delivered programming products and services sold
and the distribution channels for those products and services; Our ability to react quickly to changing consumer trends; Specific
economic conditions in the cable television and related industries; and Changing regulatory requirements.

Due to the foregoing factors, among others, our revenue and operating results are difficult to forecast. Our expense levels
are based in significant part on our expectations of future revenue. Therefore, our failure to meet revenue expectations would
seriously harm our business, operating results, financial condition and cash flows. Further, an unanticipated decline in revenue for a
particular quarter may disproportionately affect our profitability because our expenses would remain relatively fixed and would not
decrease correspondingly.

We may be unable to access capital on acceptable terms to fund operations at projected levels.

Our future capital requirements will depend on numerous factors, including the success of our efforts to increase advertising
revenues and the amount of resources devoted to increasing distribution of The Outdoor Channel and acquiring and producing
programming for The Outdoor Channel. As a result, we could be required to raise substantial additional capital through debt or equity
financing. To the extent that we raise additional capital through the sale of equity or convertible debt securities, the issuance of such
securities could result in dilution to existing shareholders. If we raise additional capital through the issuance of debt securities, the debt
securities would have rights, preferences and privileges senior to holders of common stock and the terms of such debt could impose
restrictions on our operations. We cannot assure you that additional capital, if required, will be available on acceptable terms, or at all.
If we are unable to obtain additional capital, we may be required to reduce the scope of our business plan.

We must comply with many local, state, federal and environmental regulations, for which compliance may be costly and may
expose us to substantial penalties.

Our recreational outdoor activity affiliates, GPAA and Lost Dutchman’s, share the general risks of all outdoor recreational
activities - personal injury, environmental compliance and real estate and environmental regulation. In addition to the general cable
television industry regulations, we are also subject to various local, state and federal regulations, including, without limitation,
regulations promulgated by federal and state environmental, health and labor agencies. Our prospecting clubs are subject to various
local, state and federal statutes, ordinances, rules and regulations concerning zoning, development and other utilization of its
properties. We cannot predict what impact future regulations may have on these businesses. In addition, failure to maintain required
permits or licenses, or to comply with applicable regulations, could result in substantial fines or revocation of our operating licenses.

Consolidation among cable and satellite distributors may harm our business.

Cable and satellite operators continue to consolidate, making The Outdoor Channel increasingly dependent on fewer
operators. If these operators fail to carry The Outdoor Channel, use their increased bargaining power to negotiate less favorable terms
of carriage, or take advantage of additional volume discounts, our business could be harmed.

New video recording technologies may reduce our advertising revenue.

A number of new personal video recorders, such as TIVO in the United States, have emerged in recent years. These recorders
often contain features allowing viewers to watch pre-recorded programs without watching advertising. The effect of these recorders on

viewing patterns and exposure to advertising could harm our operations and results if our advertisers reduce the advertising rates they
are willing to pay because they believe television advertisements are less effective with these technologies.
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Some of our existing shareholders can exert control over us and may not make decisions that are in the best interests of all
shareholders.

Our officers, directors and principal shareholders will together control approximately 79% of our outstanding common stock.
As a result, these shareholders, acting together, would be able to exert significant influence over all matters requiring shareholder
approval, including the election of directors and approval of significant corporate transactions. In addition, this concentration of
ownership may delay or prevent a change in control of our company, even when a change may be in the best interests of our
shareholders. In addition, the interests of these sharcholders may not always coincide with our interests as a company or the interests
of othér shareholders. Accordingly, these shareholders could cause us to enter into transactions or agreements that you would not
approve. '

Anti-takeover provisions in our articles of incorporation, our bylaws and under Alaska law may enable our incumbent
management to retain control of us and discourage or prevent a change of control that may be beneficial to our shareholders.

Provisions of our articles of incorporation, our bylaws and the Alaska Corporations Code could delay or prevent a change of
control of our company, which could adversely affect the market price of our common stock. These provisions could allow our
incumbent management to retain control over us and prevent the consummation of a transaction in which our shareholders could receive
a substantial premium over the current market price for their shares

~ Changes to financial accounting standards may affect our reported results of operations.

- We prepare our financial statements to conform with generally accepted accounting principles, or GAAP. GAAP are subject
to interpretations by the American Institute of Public Accountants, the Securities and Exchange Commission and various bodies formed
to interpret and create appropriate accounting policies. A change in those policies can have a significant effect on our reported results
and may even affect our reporting of transactions completed before a change is announced. Accounting policies affecting many other
aspects of our business, including rules relating to business combinations and employee stock option grants have recently been revised
or are under review. Changes to those rules or the questioning of current practices may adversely affect our reported financial results
or on the way we conduct our business. In addition, our preparation of financial statements in accordance with GAAP requires that we
make estimates and assumptions that affect the recorded amounts of assets and liabilities, disclosure of those assets and liabilities at
the date of the financial statements and the recorded amounts of expenses during the reporting period. A change in the facts and
circumstances surrounding those estimates could result in a change to our estimates and could impact our future operating results.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Stockholders and Board of Directors
Outdoor Channel Holdings, Inc. and Subsidiaries

We have audited the accompanying consolidated balance sheets of Outdoor Channel Holdings, Inc. (formerly
Global Outdoors, Inc.) and Subsidiaries as of December 31, 2003 and 2002, and the related consolidated
statements of income, stockholders’ equity and cash flows for the years then ended. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Outdoor Channel Holdings, Inc. and Subsidiaries as of December 31, 2003 and 2002, and
their results of operations and cash flows for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

/s/ JH. COHN LLP

San Diego, California
February 27, 2004
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OUTDOOR CHANNEL HOLDINGS, INC. AND SUBSIDIARIES

Consolidated Balance Sheets

Years Ended December 31, 2003 and 2002

\ Assets
Current assets:
Cash and cash equivalents
Investment in available-for-sale securities
Accounts receivable, net of allowance for doubtful accounts
of $234,419 and $154,475
Inventories
Income tax refund receivable
Receivable from stockholders
Current portion of deferred tax assets, net
Other current assets
Total current assets

Property, plant and equipment at cost, net:
Merbership division
Outdoor Channel equipment and improvements
Property, plant and equipment, net

Trademark, net of accumulated amortization of $101,098 and $86,518
Deferred tax assets, net
Deposits and other assets

Totals

‘ Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable and accrued expenses
Accrued severance payments
Current portion of notes payable and capital lease obligations
Current portion of stockholder loans
Current portion of deferred revenue
Total current liabilities

Accrued severance payments, net of current portion
Notes payable and capital lease obligations, net of current portion
Stockholder loans, net of current portion
Deferred revenue, net of current portion
Deferred satellite rent obligations
Deferred compensation
~ Total liabilities

Minority interest in subsidiary
Commitments and contingencies
Stockholders’ equity:
Preferred stock; 25,000,000 and 10,000,000 shares authorized; none issued
Conimon stock, $.02 par value; 75,000,000 and 50,000,000 shares authorized,
5,887,151 and 5,369,098 shares issued
Common stock subscriptions receivable
Cost of treasury stock (76,200 shares)
Additional paid-in capital
Accumulated other comprehensive income
Retained earnings
Total stockholders’ equity
Totals

See Notes to Consolidated Financial Statements.
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2003 2002
$ 7,213,946 § 3,247,740
549,782 79,659
3,797,205 2,473,486
67,595 86,337
1,143,016 86,889
— 55,007
525,000 318,708
670.924 193,183
13,967.468 6,541,009
3,253,091 2,918,150
2,032,299 1,308,512
5.285.390 4.226.662
117,625 132,205
436,000 733,829
41.270 196,298
$19.847,753 $ 11,830,003
$ 1,790,226 $ 1,337,428
291,374 —
133,347 154,617
— 14,606
408.556 229,767
2,623,503 1,736,418
65,527 —
58,913 244,847
— 577,950
1,225,091 1,080,353
379,820 448,040
— 317.750
4,352.854 4,405,358
2,302,207 1,262,689
117,743 107,382
(29,800) (262,050)
(399,981) (399,981)
6,768,189 3,603,833
33,957 3,524
6,702,584 3.109.248
13,192,692 6.161.956
$19,847,753 $ 11,830,003




OUTDOOR CHANNEL HOLDINGS, INC. AND SUBSIDIARIES

Consolidated Statements of Income
Years Ended December 31, 2003 and 2002

Revenues:
Advertising
Subscriber fees
Membership income

Total revenues
Expenses:
Satellite transmission fees
Advertising and programming
Provision for doubtful accounts
Selling, general and administrative
Total expenses
Income from operations
Other income {expense):
Gain on sale or issuance of common stock of subsidiary
Interest expense
Interest income
Income before provision for income taxes and minority interest
Provision for income taxes
Income before minority interest
Minority interest in net income of consolidated subsidiary
Net income
Preferred stock dividends
Net income applicable to common stock
Earnings per common share:
Basic
Diluted
Weighted average number of common shares outstanding:
Basic

Diluted

See Notes to Consolidated Financial Statements.
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2003 2002
$16,409,610  $ 10,969,086
10,836,568 6,070,897
4,455,595 4,352,962
31,701,773 21,392,945
2,423,361 2,358,720
4,884,085 3,854,117
327,576 256,922
16,426,708 10,347,701
24,061,730 16,817,460
7,640,043 4,575,485
— 46,786
(42,099) (77,423)
54,535 76,608
7,652,479 4,621,456
3,162,000 1,882,161
4,490,479 2,739,295
897,143 444,266
3,593,336 2,295,029
— (90,038)
$ 3,593,336 $ 2,204,991
$ 065 §$ 0.42
$ 048 § 0.38
5,529,589 5,287,857
5907,171 5,850,606
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OUTDOOR CHANNEL HOLDINGS, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
Years Ended December 31, 2003 and 2002

2003 2002
Operating activities:
Net income $ 3,593,336 $ 2,295,029
Adjustments to reconcile net income to net cash provided

by operating activities:

Depreciation and amortization 880,175 649,632
Provision for doubtful accounts 327,576 256,922
Deferred tax provision (credit) 70,000 (187,361)
Costs of services offset against subscription receivable 251,257 32,000
Gain on issuance of common stock of subsidiary — (40,329)
Realized gain on sale of available-for-sale securities (12,900) —
Minority interest in net income of consolidated subsidiary 897,144 444266
Common stock of subsidiary issued for services — 9,015
Tax benefit from exercise of stock options and issuance of shares

to pay deferred compensation 2,064,242 —

Cash supplied (used) by changes in operating assets and liabilities:

© Accounts receivable (1,651,295) (1,149,135)
Inventories 18,742 (10,227)
Other current assets (1,532,439) (189,158)
Deposits and other assets 155,028 (154,669)
Accounts payable and accrued expenses 873,502 415,407
Deferred revenue 323,527 560
Deferred satellite rent obligations (68,220) (68,220)

Net cash provided by operating activities 6,189,675 2,303,732
Investing activities:

. Purchases of property, plant and equipment (1,924,323) (1,100,092)
Purchases of available-for-sale securities (442,661) (73,935)
Proceeds from sale of available-for-sale securities 35,979 —
Proceeds from notes receivable 36,000 —

‘ Net cash used in investing activities (2,295,005) (1,174,027)

Financing activities:

' Net payments of stockholder loans (14,606) (57,788)
Principal payments on notes payable and capital leases (182,229) (233,720)
Dividends paid on preferred stock — (90,038)
Proceeds from exercise of stock options 268,371 ~ 35,601
Purchases of treasury stock — (110,449)

Net cash provided by (used in) financing activities 71,536 (456,394)
Net increase in cash and cash equivalents 3,966,206 673,311
Cash and cash equivalents, beginning of year 3,247,740 2,574,429
Cash and cash equivalents, end of year $ 7,213,946 $ 3247740
Supplemental disclosures of cash flow information:
Interest paid $ 42.099 $ 34,900
Income taxes paid $ 2,083,000 $ 2,154,000
Supplemental disclosures of noncash investing and financing activities:
Common stock issued to former officer/director for payment of
deferred compensation $ 175375 $ —
Conimon stock issued upon exercise of stock options in exchange
for notes receivable from ex-employees $ —  § 65,800
Effect of net increase in fair value of available-for-sale securities,
net of deferred taxes $ 30433 $ 3,524
Receivable from exercise of stock options offset against loans from stockholders $ 622,500 $ —
Note receivable from stockholder offset against accrued bonus $ 45,000 $ —

See N oltes to Consolidated Financial Statements.
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OUTDOOR CHANNEL HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
Note 1 - Organization and Business

Description of Operations

Outdoor Channel Holdings, Inc. (“Outdoor Channel Holdings,” or collectively with its subsidiaries, the “Company”) was
incorporated under the laws of the State of Alaska on October 22, 1984 under the name Global Resources, Inc. In 2003, the
corporate name was changed to its present name.

Our revenues include advertising fees from advertisements aired by The Outdoor Channel Inc. (“The Outdoor Channel”) and
from advertisements in “Gold Prospectors & Treasure Hunters in the Great Outdoors” magazine; subscriber fees paid by cable
and direct broadcast satellite, or DBS, operators that air on The Outdoor Channel; producer fees paid by outside producers to
air their programs on The Outdoor Channel; membership fees from members in both LDMA-AU, Inc. (“Lost Dutchman’s”)
and Gold Prospectors Association of America, (“GPAA”) and other income including products and services related to gold
prospecting, gold shows, trips and outings.

Other business activities consist of the promotion and sale of an “Alaska trip”, a gold mining expedition to the Cripple River
property located near Nome, Alaska, and the sale of memberships in Lost Dutchman’s which entitle members to engage in gold
prospecting on its Arizona, California, Colorado, Georgia, Michigan, Nevada, North Carolina, Oregon, and South Carolina
properties. Outdoor Channel Holdings has signed an agreement with another organization for the mutual use of mining
properties.

Outdoor Channel Holdings also owns a majority interest (82.7% and 83.6% at December 31, 2003 and 2002, respectively) in
The Outdoor Channel, Inc. (“The Outdoor Channel”), a national television network devoted primarily to traditional outdoor
activities, such as hunting, fishing, shooting sports, rodeo, motor sports, gold prospecting, and related life style programming.
Assuming that all outstanding options to purchase common stock in The Outdoor Channel were exercised as of December 31,
2003 and 2002, the Company would have owned approximately 67.0% and 67.7%, respectively. The Outdoor Channel
was incorporated under the laws of the State of Nevada in 1990 under the name Gold News Network, Inc. In 1996, the
incorporated name was changed to its present name.

Note 2 - Summary of Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements include the accounts of Outdoor Channel Holdings, Lost Dutchman’s, GPAA and The
Outdoor Channel (collectively, the “Company”). All material intercompany accounts and transactions have been eliminated in
consolidation.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect reported amounts of assets and liabilities as of

the dates of the consolidated balance sheet and reported amount of revenues and expenses for the periods presented.
Accordingly, actual results could materially differ from those estimates.
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OUTDOOR CHANNEL HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
Note 2 - Summary of Significant Accounting Policies (continued)

Cash aﬁd Cash Equivalents

 The Company considers all highly-liquid investments with maturities of three months or less when acquired to be cash
. equivalents.

Inventories
~ Inventories are stated at the lower of cost or market. Cost is determined using the first-in, first-out (“FIFO”) method.

Proper‘tv and Equipment

. Depreciation and .amortization of costs of property and equipment are provided using the straight-line method over the
- estimated useful lives of the assets which range from 5 to 15 years.

Trademarks

' The Outdoor Channel has the exclusive right to the trademark bearing its name. The costs of acquiring the trademark are being
' amortized on a straight-line basis over an estimated useful life of 15 years.

Adverpis;inog

. The Company expenses the cost of advertising and promotions as incurred. Advertising costs charged to operations totaled
' $4.,884,085 and $3,854,117 in 2003 and 2002, respectively.

Revenue Recognition

The Company generates revenues from sales of television and print advertising, from subscriber fees from cable and DBS
© system operators, from membership fees, and from sales of related products and services.

Lost Dutchman’s memberships are contractual arrangements that provide members with prospecting and mineral rights and the
- use of land and facilities for camping and recreational vehicle parking. Lost Dutchman’s memberships sold by the Company
! generally have pavment terms that provide for a down payment and monthly installments and are non-interest bearing and
. unsecured. Revenues are generally recognized on a straight-line basis over the estimated average life (7 years) of the LDMA-
i AU membership. The Company does not record any receivables arising under these contracts due to the uncertainty of
collection. Accordingly, revenues recognized do not exceed the total of the cash payments received and cash received in excess
of revenue earned is recorded as deferred revenue.

. The Company also sells one to four year and lifetime (“Gold Life”) GPAA memberships. The majority of the memberships are
~ for one year. Multi-year GPAA membership revenues are recognized on a straight-line basis over the life of a membership or
; an estimated life of 15 years for a lifetime membership. Merchandise sales for GPAA are recognized as sales when the
. product is shipped and collection of the receivable is probable. Merchandise sales for GPAA are included in the “Membership
i income” revenue category.
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OUTDOOR CHANNEL HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
Note 2 - Summary of Significant Accounting Policies (continued)

Revenue Recognition (concluded)

Advertising revenues for The Outdoor Channel are recognized when the advertisement is aired. Advertising revenues from
advertisements in the Company’s bi-monthly magazine are recognized when the magazine is distributed. Subscriber fees for
The Outdoor Channel are recognized in the period the programming is aired by the distributor. However, advertising revenues
are not recognized until the collectibility of fees is reasonably assured.

Revenues from the “Alaska trip” are recognized when trips are taken in June through August each year. Revenues from
outings and gold shows are recognized at the time of the event.

Income Taxes

The Company accounts for income taxes pursuant to the asset and liability method which requires deferred income tax assets
and liabilities to be computed for temporary differences between the financial statement and tax bases of assets and liabilities
that will result in taxable or deductible amounts in the future based on enacted laws and rates applicable to the periods in which
the temporary differences are expected to affect taxable income. Valuation allowances are established when necessary to reduce
deferred tax assets to the amounts expected to be realized. The income tax provision is the tax payable or refundable for the
period plus or minus the change during the period in deferred tax assets and liabilities. Tax benefits arising from the exercise
of stock options and the issuance of common shares to pay deferred compensation are recorded as additional paid-in-capital in
the period the benefits are earned or realized.

Impairment of Long-Lived Assets

The impairment of long-lived assets such as property and equipment and trademarks, is recognized when events or changes in
circumstances indicate that the undiscounted cash flows estimated to be generated by such assets are less than their carrying
value and, accordingly, all or a portion of such carrying value may not be recoverable. Impairment losses are then measured
by comparing the fair value of assets to their carrying amounts. The Company did not record any charges for the impairment
of long-lived assets in 2003 or 2002.

Earnings Per Share

The Company has presented “basic” and “diluted” earnings per common share in the accompanying consolidated statements
of income in accordance with the provisions of Statement of Financial Accounting Standards No. 128, EARNINGS PER
SHARE (“SFAS 128”). Basic earnings per common share is calculated by dividing net income applicable to common stock by
the weighted average number of common shares outstanding during each period. The calculation of diluted earnings per
common share is similar to that of basic earnings per common share, except that the denominator is increased to include the
number of additional common shares that would have been outstanding if all potentially dilutive common shares of the
Company and The Outdoor Channel, its 82.7%-owned subsidiary, were issued during the period.
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OUTDOOR CHANNEL HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Note 2 - Summary of Significant Accounting Policies (continued)

|
Eamings Per Share (concluded)

- The computation of diluted earnings per share takes into account the effects on the weighted average number of common
. shares outstanding of the assumed exercise in 2003 and 2002 of all of the outstanding stock options of the Company and The
Outdoor Channel, adjusted for the application of the treasury stock method, and the assumed payment in 2002 of deferred
compensation that had been payable by the Company in common stock (see Note 8). The computation of diluted earnings per
share for 2003 also takes into account the reduction in net income applicable to common stock attributable to the increase in
the minority interest (from approximately 13% to 33%) in the net income of The Outdoor Channel that results from the
. assumed exercise of its outstanding stock options (the effect on net income applicable to common stock in 2002 of the assumed
exercise of stock options was not material). The number of shares potentially issuable at December 31, 2003 and 2002 upon
the exercise of stock options that were not included in the computation of net income per share because they were antidilutive
; totaled 290,000 and 30,000, respectively.

The following table summarizes the calculation of the weighted average common shares outstanding for basic earnings per
share to the weighted average common shares outstanding for diluted earnings per share in 2003 and 2002:

‘ 2003 2002
Numerators:
Net income applicable to common stock - basic $ 3,593,336 $ 2,204,991
Deduct increase in minority interest attributable to assumed exercise of
dilutive stock options of The Outdoor Channel (see Note 8) (777,519) —
Net income applicable to common stock - dilutive $ 2,815,817 $ 2,204,991
Denominators:
Weighted average common shares outstanding - basic 5,529,589 5,287,857
Dilutive effect of potentially issuable common shares for accrued deferred’
© compensation — 134,375
Dilutive effect of potentially issuable common shares upon exercise of
stock options of the Company as adjusted for the application of the
. treasury stock method 377,582 428,374
Diluted weighted average common shares outstanding 5,907,171 5,850,606

Treasury Stock

+ The Company has iadopted the treasury stock method in accounting for the subsidiaries’ investment in the Parent. This is in
| accordance with ARB No. 51 “Consolidated Financial Statements”, which provides that in consolidation the cost of the
' investment in the parent’s common stock is treated as a cost of treasury shares. The weighted average number of common

shares outstanding has been adjusted to reflect The Outdoor Channel’s minority shareholders’ ownership percentage of
. treasury shares.
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Note 2 -

OUTDOOR CHANNEL HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Summary of Significant Accounting Policies (continued)

Stock Options

Statement of Financial Accounting Standards No. 123, “Accounting for Stock-Based Compensation” (“Statement 123"),
provides for the use of fair value based method of accounting for employee stock compensation. However, Statement 123 also
allows an entity to continue to measure compensation cost for stock options granted to employees using the intrinsic value
method of accounting prescribed by Accounting Principles Board Opinions No. 25, “Accounting for Stock Issued to
Employees” (“Opinion 25”), which only requires charges to compensation expense for the excess, if any, of the fair value of
the underlying stock at the date a stock option is granted (or at an appropriate subsequent measurement date) over the amount
the employee must pay to acquire the stock, if such amounts differ materially from the historical amounts. The Company has
elected to continue to account for employee stock options using the intrinsic value method under Opinion 25. By making that
election, it is required by Statement 123 and Statement of Financial Accounting Standards No. 148, “Accounting for Stock-
Based Compensation - Transition and Disclosure” to provide pro forma disclosures of net income and earnings per share as if
a fair value based method of accounting had been applied.

The Company’s historical net income and earnings per common share and pro forma net income and earnings per share
assuming compensation cost had been determined in 2003 and 2002 based on the fair value at the grant date for all awards by
the Company (The Outdoor Channel did not grant options in 2003 and 2002) using the Black-Scholes option pricing model
(see Note 8) consistent with the provisions of SFAS 123 are set forth below.

2003 2002

Net income applicable to common stock:

As reported $ 3,593,336 $ 2,204,991

Stock-based employee compensation expense assuming a fair value

based method had been used for all awards (311,000) (194,766)

Pro forma $ 3,282,336 $ 2,010,225
Basic earnings per share:

As reported $ 0.65 $ 0.42

Pro forma $ 0.59 $ 0.38
Diluted earnings per common share:

As reported $ 0.48 $ 0.38

Pro forma $ 0.42 $ 0.34

In accordance with the provisions of SFAS 123, all other issuances of common stock, stock options, warrants or other equity
instruments to employees and non-employees as the consideration for goods or services received by the Company are
accounted for based on the fair value of the equity instruments issued (unless the fair value of the consideration received can
be more reliably measured). Generally, the fair value of any options, warrants or similar equity instruments issued will be
estimated based on the Black-Scholes option-pricing model.
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Sale or Issuance of Stock By Subsidiary

|
i The Company recognizes non-operating gains from sales or issuances of common stock by its subsidiaries directly to third par-

© ties where the Company’s ownership percentage in the subsidiaries is reduced by the issuance of such stock and the amount
. received per share is more than the Company’s carrying amount per share.

Investments

. Pursuant to Statement of Financial Accounting Standards No. 115, Accounting for Certain Invesiments in Debt and Equity
. Securities, the Company’s investments in marketable equity securities have been classified as available-for-sale securities and,
accordingly, are valued at fair value at the end of each period. Any material unrealized holding gains and losses arising from
such valuation are excluded from net income and reported, net of applicable income taxes, in other comprehensive income.
' Accumulated net unrealized holding gains and losses are included at the end of each year in accumulated other comprehensive
, income which is a separate component of stockholders’ equity.

Reclassifications
. Certain amounts in the 2002 consolidated financial statements have been reclassified to conform to the 2003 presentations.
Note 3 - Revenue To Be Earned Upon Collection

. As of December 31, 2003, the approximate scheduled payments to be recognized as revenue, assuming such amounts are col-
. lected in future years from existing Lost Dutchman’s sales contracts, are as follows:

Year Ending
December 31, Amount

2004 $1,089,000
2005 1,069,000
2006 889,000
2007 1,084,000
2008 1,143,000
Thereafter 1,598,000

Total $6,872,000
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Note 4 - Property, Plant and Equipment

Property, plant and equipment at December 31, 2003 and 2002 consist of the following:

Membership mining properties:
Land
Equipment
Buildings and improvements

Less accumulated depreciation
Subtotals

Alaska mining properties:
Land
Buildings and improvements
Furniture and fixtures
Vehicles and equipment

Less accumulated depreciation
Subtotals

Outdoor Channel:
Equipment
Furniture and fixtures
Vehicles
Leasehold improvements
Video library

Less accumulated depreciation and amortization
Subtotals
Other equipment and leasehold improvements:
Furniture and fixtures
Equipment
Vehicles
Leasehold improvements
Less accumulated depreciation and amortization

Subtotals

Totals

2003 2002

$ 1,045,782 $ 926,377
29,507 25,943
848,731 557.934
1,924,020 1,510,254
(365,604) (260,604)
1,558,416 1,249,650
1,129,773 1,129,773
537,771 519,804
2,237 1,184
1,363,082 1,286,583
3,032,863 2,937,344
(1,804.989) (1,790,027)
1,227,874 1,147,317
2,736,968 1,784,946
157,560 130,850
212,421 112,056
462,017 344,454
211,500 133,500
3,780,466 2,505,806
(1,748,167) (1,197,294)
2,032,299 1,308,512
50,675 40,842
706,829 641,513
264,408 201,533
75,369 73,015
1,097,281 956,903
(630,480) (435,720)
466,801 521,183

$ 5,285,390 $ 4,226,662
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Notes Payable and Capital Lease Obligations

Notes payable and capital lease obligations (including stockholder loans) at December 31, 2003 and 2002 consists of the fol-

lowing:
2003 2002

Note payable to a bank, collateralized by substantially all of the Company’s assets,

guaranteed by two major stockholders, with interest due monthly at the prime

rate plus 1.00% (an effective rate of 5.00% and 5.25% at December 31, 2003

and 2002, respectively), maturing March 2005 $§ 109,375 $ 196,875
Note payable to a finance company, collateralized by a motor home, payable

at $520 per month including interest at 9%, paid off during 2003 — 42,237
Note payable to the major stockholder, collateralized by print equipment, payable

at $5,000 per month including interest at 10%, paid off during 2003 — 14,606
Notes payable to the major stockholder, maturing in September 2004 and bearing

interest at 8%, paid off during 2003 through offset against amount payable by

noteholder for stock options (see note 8) — 577,950
Note payable to a finance company, collateralized by equipment, payable in monthly

instaliments of $670 including interest at 7.9%, paid off during 2003 — 2,635
Note p‘ayable to a finance company, collateralized by a vehicle, payable in monthly

installments of $680 including interest at 8.9%, paid off during 2003 — 16,854
Note payable to a finance company, collateralized by a vehicle, payable in monthly

installments of $656 including interest at 9.5%, paid off during 2003 — 10,965
Total notes payable 109,375 862,122
Capital lease obligations (see Note 6) 82,885 129,898
Totals 192,260 992,020
Less current portion 133,347 169,223
Notes payable and capital lease obligations $ 58,913 $ 822,797
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The aggregate principal payments of long-term notes and capital lease obligations in years subsequent to December 31, 2003
are as follows:

Year Ending
December 31, Amount
2004 $ 133,347
2005 47,777
2006 11,136
Total . $ 192,260

Interest expense on stockholder loans aggregated $19,817 and $47,137 in 2003 and 2002, respectively. All stockholder loans
were paid off by June 2003.

Bank Lines of Credit

On January 30, 2001, the Company entered into two revolving line of credit agreements (the “revolvers”) with the bank
that holds the Company’s note payable maturing in March 2005. The total amount which can be drawn upon under the lines
of credit is $1,650,000, including up to $140,000 which may be drawn as a guaranty for standby letters of credit. The
revolvers have interest rates of 0.5% and 1%, respectively, above the bank’s reference rate, expire on March 1, 2005 and are
collateralized by substantially all of the Company’s assets. The Company was in full compliance with the loan covenants under
the revolvers at December 31, 2003. As of December 31, 2003, the Company had no outstanding borrowings under its
revolving lines of credit.

Note 6 - Commitments

Operating Leases

The Company leases facilities and equipment, including access to satellites for television transmission, under non-cancelable
operating leases that expire at various dates through 2010. Generally, the most significant leases are satellite leases that require
escalating rental payments. Rent expense is recognized on a straight-line basis over each lease term. The excess of the
expense accrued over the amounts currently payable is reflected as deferred satellite rent obligations in the accompanying
consolidated balance sheets.

The Company leases its office space from Musk Ox Properties, LP, which is owned by the major stockholders of the Company.

The lease required annual rental payments of $242,396 and $237,056 during 2003 and 2002, respectively. The lease expires on
December 31, 2005.
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Note 6 - Commitments (concluded)

ODera“ting Leases (concluded)
Total rental commitments under the operating lease agreements described above for years ending subsequent to December 31,
2003 are as follows:

Year Ending
December 31, Amount

2004 $2,084,000
2005 1,811,000
2006 1,560,000
2007 1,560,000
2008 1,560,000
Thereafter 3,150,000

Total $11,725,000

Capital Leases

The Company leases certain equipment under capital leases which expire on various dates through 2006. At December 31,

, 2003, the Company’s future minimum lease payments are as follows:

Year Ending

December 31, Amount
2004 $ 52,074
2005 28,312
2006 11,396
Total 91,782

Less amount representing interest at rates

ranging from 9.5% to 15% (8,897)
Present value of minimum lease payments 82,885
Less current portion 45,847
Long-term portion § 37,038

The current and long-term portions of capital lease obligations are included in notes payable and capital lease obligations in
. the accompanying consolidated balance sheets (see Note 5).
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Note 7 - Income Taxes

The components of the provision for income taxes for the years ended December 31, 2003 and 2002 were as follows:

2003 2002
Current:
Federal $ 2,410,000 $ 1,616,224
State 682,000 453,204
Total current 3,092,000 2,069,428
Deferred:
Federal 58,000 (154,812)
State 12,000 (32,455)
Total deferred 70,000 (187,267)
Totals $ 3.162000 % 1,882.161

The tax effects of the temporary differences that give rise to significant portions of the deferred tax assets and deferred tax lia-

bilities as of December 31, 2003 and 2002 were related to the following:

2003

2002
Deferred tax assets:
Deferred compensation $ — $ 172,594
Deferred revenues ‘ 598,000 561,255
Deferred rent 163,000 191,940
Current state taxes 247,000 155,109
Provision for doubtful accounts 100,000 66,178
Interest on stockholder loans — 61,133
Other accrued liabilities 94,000 —_
Other 7,000 30,349
1,209,000 1,238,558
Deferred tax liabilities:
Deferred state taxes (69,000) (73,310)
Fixed assets (157,000) (46,111
Cash basis of accounting for income taxes — (66,600)
Other (22,000) —
(248,000) (186,021
Deferred tax assets, net $ 961,000 $ 1,052,537
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~ The provision for income taxes reflected in the accompanying consolidated statements of income are different than those com-
puted based on the applicable statutory Federal income tax rate of 34% in 2003 and 2002 as shown below:

2003 2002
Federal income tax provision at statutory income tax rate $ 2,581,000 $ 1,587,971
State taxes, net of Federal benefit 458,000 277,694
Non-deductible expense 63,000 35,680
Other , 60,000 (19,184).
Provision for income taxes $ 3,162,000 $ 1,882,161

Note 8 - Equity Transaction

Preferred Stock

' There were 58,725 shares of the Company’s common stock at December 31, 2001 reserved for issuance on the conversion of
- the 58,725 shares of convertible preferred stock, then outstanding. During 2002, all of the preferred shares were converted to
- common stock. .

. During 2002, the Company declared dividends on preferred stock for the years 2001, 2000 and 1999. The total amount of div-
idends paid during 2002 amounted to $90,038.

. As of December 31, 2003 and 2002, the Company was authorized to issue up to 25,000,000 and 10,000,000 shares of preferred

stock, $0.001 par value per share in one or more series with designations, rights and preferences as determined by the
Company’s Board of Directors, respectively.
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Changes in Common_Stock Subscriptions Receivable by the Company

On June 22, 1993, certain stockholders and other individuals exercised stock options for the purchase of a total of 104,069
shares of common stock. In connection therewith, these individuals issued promissory notes, due June 30, 1999, to the
Company whereby they are obligated to pay a total of $221,250, plus interest at 4% per annum. During 2002, one of the sub-
scribers provided the Company with consulting services with a fair value of $32,000 and the Company offset its payable for
the services against subscriptions receivable of $25,000 and accrued interest receivable of $7,000. As of December 31, 2002,
the due date for these notes, which had been extended several times, was June 30, 2003.

During 2002, the Company issued 31,850 shares of its common stock upon exercise of stock options by ex-employees and oth-
ers and received $35,601 of cash payments for 11,400 shares and $65,800 of notes receivabie for 20,450 shares. The notes
receivable bear intérest at 5% per annum, were collateralized by 10,225 shares of the Company’s common stock and are due
in May 2004. These notes receivable were also included in common stock subscriptions receivable as of December 31, 2002.

During 2003, the Company paid bonuses to certain stockholders who are also employees totaling $251,257 by canceling sub-
scriptions receivable for common stock of $196,250 and accrued interest on the receivables of $55,007. Subscriptions receiv-
able were also reduced by cash payments of $36,000 in 2003 and as result the balance of subscriptions receivable was reduced
to $29,800 which is due in May 2004.

Issuances of Common Stock by the Company

During 2003, the Company issued 134,375 shares of common stock valued at $175,375 to a former Officer/Director for the
payment of deferred compensation (see Note 9).

During 2003, the Company (i) received cash proceeds of $268,371 from the exercise of options for the purchase of 98,866
shares of common stock; (ii) offset the $622,500 due from the exercise of options for the purchase of 265,000 shares at $2.25
per share against the balance of all stockholder loans payable by the Company to the holder of the options (see Note 6); and
(iii) offset the $45,000 due from the exercise of options for the purchase of 20,000 shares of common stock at $2.25 against
the balance of a bonus payable to the employee. -

The Company’s Stock Option Plans

The Company had three stock option plans: Stock Option Plan 1 (“Plan 17}, Stock Option Plan 2 (“Plan 2”) and the 1995 Stock
Option Plan (the “1995 Plan”). During 2003, all holders of options under Plan 1 and Plan 2 exercised all of the outstanding
options under those two plans. No more options may be granted under either of those two plans. The Company also may grant
stock options that are not covered under any of the stock option plans. A summary of the status of options granted under the
three stock option plans and outside of those plans as of December 31, 2003 and 2002 and changes in options outstanding dur-
ing the years then ended is presented in the table that follows:

2003 2002

Weighted Weighted

Average Average

- Exercise Exercise
_Shares =~ __Price —Shares =~ __Price

Outstanding at beginning of year 700,200 $ 3.57 697,450 $ 3.12
Options granted 345,000 26.95 50,000 9.32
Options exercised (383,866) 2.44 (31,850) 3.28
Options canceled or expired (2,200) 4.36 (15,400) 4.53
Options outstanding at end of year 659,134 $ 1642 700,200 $ 3.57
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The Company’s Stock Option Plans (concluded)

2003 2002
Option price range at end of year $3.00 - $31.25 $2.25 - $10.00
Options available for grant at end of year 150 167,650
Weighjted-average fair value of 345,000 and
50,000 options granted during 2003 and 2002,
respectively, with an exercise price equal to the
market price at the date of grant $ 17.23 $ 5.89

" The following table summarizes information about stock options outstanding at December 31, 2003, all of which are at fixed

i prices:
Options Options
Outstanding Exercisable
Weighted ‘
Average Weighted Weighted
Range of Remaining Average Average
Exercise Number Contractual Exercise Number Exercise
Prices Outstanding Life Price Exercisable Price
$3.00-%325 148,134 0.2 years $ 3.03 148,134 $ 3.03
$3.50-%$4.00 73,000 0.9 years $ 3.73 65,500 $ 3.69
$ 8.00 - $10.00 93,000 3.0 years $ 8.65 58,000 $ 8.52
$9.00 - $15.35 55,000 4.5 years $ 1407 15,100 $ 1392
$29.00 - $31.25 290,000 4.9 years § 2939 — —
659,134 $ 1642 286,734 $ 4.87
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Changes in Qutstanding Outdoor Channel Common Shares and Shares Owned by the Company

The changes in the number of outstanding common shares of The Outdoor Channel and the changes in the number of shares
and the percentage owned by the Company during 2003 and 2002 are summarized below:

Outdoor Channel

Common
Shares Owned by the Company

Qutstanding Shares Percent
Balance December 31, 2001 10,524,018 8,817,916 83.8%
Effects of shares issued by The Outdoor Channel 18,492 —
Balance December 31, 2002 10,542,510 8,817,916 83.6%
Effects of shares issued by The Outdoor Channel 125,726 —
Balance December 31, 2003 10,668,236 8,817,916 82.7%

During 2002, The Outdoor Channel issued 18,492 shares at prices ranging from $1.50 to $5.00 per share to board members
and employees for services performed and the exercise of stock options. The Company recorded gains from issuance of the
shares of $46,786 in 2002. It also recorded an increase in minority interests as a result of such issuances of $6,457. During
2003, The Outdoor Channel issued 125,726 shares to a former director upon his election to take payment of deferred compen-
sation in the form of stock of the Company and The Outdoor Channel (see Note 9). The Company did not record a gain or loss
during 2003 because the price of the stock issued approximated the carrying value of the Company’s investment in the sub-
sidiary. This issuance in 2003 caused an increase in minority interest of $142,375.
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The Outdoor Channel’s Stock Option Plan

During 1997, The Outdoor Channel established a stock option plan (the “1997 Plan”) under which it may grant incentive and
non-qualified stock options to its employees, directors, consultants and service providers to purchase up to an aggregate of
3,000,000 shares of its common stock at an exercise price determined by the administrator subject to one of the following: (a)
the exercise price of an incentive option shall not be less than 100% of the fair market value of the common stock at the date
of the grant; and (b) the exercise price of a non-qualified option shall not be less than 85% of the fair market value of the
common stock at the date of the grant.

A summary of the status of The Outdoor Channel’s stock option plan at December 31, 2003 and 2002 and changes during the
years then ended is presented in the table below:

2003 2002
Weighted Weighted
Shares Average Shares Average
or Price Exercise or Price ~ Exercise
: Per Share Price Per Share Price

Options outstanding at beginning of year 2,492,000 $ 159 2,505,000 $ 1.60
Options granted
Options exercised (3,500) 1.50
Options cancelled ' (5,000) 1.50 (9,500) 1.50
Options outstanding at end year 2,487,000 $ 1.60 2,492,000 $ 1.59
Optioﬁ price range at end of year $1.50-85.00 $1.50-$5.00
Options available for grant at end of year 505,040 500,040
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The Outdoor Channel’s Stock Option Plan (concluded)

The following table summarizes information about The Outdoor Channel’s stock options outstanding at December 31, 2003,
all of which are at fixed prices:

Weighted Average
Remaining
Contractual Life Number

Exercise Number of Options of Options
Price Outstanding Outstanding Exercisable
$1.50 2,268,000 3.9 years 2,268,000
$2.50 211,000 2.5 years 211,000
$5.00 8.000 2.3 years 8,000
2.487.000 2.487.000

Additional Required Pro Forma Disclosures Related to Emplovee Stock Options

Since the Company has elected to continue to use the intrinsic value method of accounting prescribed by APB 25 in account-
ing for its stock options granted to employees and the exercise price of all of the options granted to employees has been equal
to or greater than the fair market value at the date of grant, no earned or unearned compensation cost was recognized in the
accompanying 2003 and 2002 consolidated financial statements for the stock options granted by either the Company or to its
employees. The Company’s historical net income and earnings per common share and pro forma net income and earnings per
share assuming compensation cost had been determined in 2003 and 2002 based on the fair value at the grant date for all awards
consistent with the provisions of SFAS 123 are set forth below:

2003 2002

Net income:

As reported $ 3,593,336 $ 2,204,991

Stock-based employee compensation expense assuming a fair value

based method had been used for all awards (311,000) (194,766)

Pro forma $ 3,282,336 $ 2,010,225
Basic earnings per share:

As reported $ 0.65 $ 0.42

Pro forma $ 059 % 0.38
Diluted earnings per common share:

As reported $ 048 % 0.38

Pro forma $ 042 % 0.34

49



OUTDOOR CHANNEL HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Note 8 - Equity Transaction (conciuded)

|
Additi‘onal Required Pro Forma Disclosures Related to Employee Stock Options (concluded)

| The fair value of each option granted by the Company in 2003 and 2002 was estimated on the date of grant using the Black-
_ Scholes options pricing model with the following assumptions:

1
1

2003 2002
Risk-free interest rate 23% -3.3% 4.65%
Dividend yield 0% 0%
Expected life of the option (years) 5 5
Volatility factor 77% 83%

Note 9 - Related Party Transactions

The Company had an agreement with a director, who was also one of its officers, pursuant to which a portion of the officer’s
compensation, prior to 2002, had been paid in cash and the remainder was deferred. The deferred portion was payable by the
Company in cash or shares of the common stock of the Company and/or The Outdoor Channel at a future date, at the election
of the director. If payments were in the form of shares, such payments were to be based on the market value of the shares at
the time the services were rendered. During 2003, the director/officer left the Company at which time he elected to receive
shares as compensation. Deferred compensation under the agreement totaled $317,750. The Company and The Outdoor
Channel issued 134,375 and 125,726 shares, respectively, to satisfy their obligations to the director (see Note 8). Additionally,
the Company incurred $625,000 in severance costs, including related legal fees, in connection with his resignation.

The Company and The Outdoor Channel are leasing their administrative facilities from Musk Ox Properties, LP, which in turn
is owned by Messrs. Perry T. Massie and Thomas H. Massie, principal shareholders of the Company. The lease agreements cur-
rently require monthly rent payments of $7,500 and $12,794, respectively. These lease agreements expire December 31, 2005.
Rent expense for the Company totaled approximately $89,000 and $88,000 for the years ended December 31, 2003 and 2002,
respectively. Rent expense for The Outdoor Channel totaled approximately $153,000 and $149,000 for the years ended
December 31, 2003 and 2002, respectively.

Note 10 - Segment Information

Pursuant to the Provisions of Statement of Financial Accounting Standards No. 131, Disclosures About Segments of an
Enterprise and Related Information (“SFAS 1317), the Company reports segment information in the same format as reviewed
by the Company’s Chief Operating Decision Maker (the “CODM”). The Company now segregates its business activities into
The Outdoor Channel, Membership Division and Corporate.

The Outdoor Channel is a separate business activity whereby the subsidiary broadcasts television programming on “The
Outdoor Channel” 24 hours a day, seven days a week. The Outdoor Channel earns advertising and subscription revenues.

Lost Dutchman’s and GPAA membership sales and related activities are reported in the Membership Division as they deal with
prospecting and rights to use land and facilities for camping and recreational vehicle parking. The Membership Division also
includes the activity of the Company whereby members participate in group prospecting at a Company site and attend the annu-
al Alaska trip.

Prior to September 30, 2003, the Company had reported segment information for the operations associated with its Trips and
Outings Division (the “Trips and Outings Segment”). The sales, operating income and assets of the Trips and Outings Segment
no longer meet the thresholds that require separate disclosure and the CODM no longer separately reviews such information.
Accordingly, the Company discontinued reporting separate Trips and Outings Segment information in the third quarter of 2003.
In addition, the Trips and Outing Segment’s comparative information for the year ended December 31, 2002 has been reclas-
sified to conform with the 2003 presentation.
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Information with respect to these reportable business segments for the years ended December 31, 2003 and 2002 are as fol-

lows:
Additions to
Income (Loss) Depreciation Property,
Before Total And Plant and
Revenues Income Taxes Assets Amortization  Improvements
2003
The Outdoor Channel $26,848,435 $ 9,314,893 $13,854,690 $ 558,313 $ 1,274,660
Membership Division 4,853,338 (619,666) 5,993,063 321,862 649,663
Corporate — (1,042,748) — — —
Totals $31,701,773 ‘ $ 7,652479 $19.847,753 $ 880,175 $ 1,924,323
2002
The Outdoor Channel $16,680,027 $ 4,457,334 $ 7,476,458 $ 341,032 $ 930,966
Membership Division 4,712,918 164,122 4,353,545 308,600 169,126
Totals $21,392,945 $ 4,621,456 $ 11,830,003 $ 649,632 $ 1,100,092

Intersegment sales amounted to $472,828 and $384,800 for the years ended December 31, 2003 and 2002, respectively.

The Company captured corporate overhead, commencing in the fourth quarter of 2003 that is applicable to both segments, but
not directly related to operations in a separate business segment, Corporate. The expenses allocated to this business segment
consisted primarily of: professional fees including public relations, accounting and legal fees; severance associated with the
resignation of an officer/director in November 2003; and the cost of bonuses paid through an offset against stock subscriptions
receivable.

The Company did not restate the segment information for periods prior to the fourth quarter of 2003 to comply with the new
presentation because it would be impractical to do so. For 2003, under the old method of reporting segment information, the
Membership Division would have shown a loss before income taxes of $1,662,414 and all other categories would have
remained the same,

Note 11 - Fair Value of Financial Instruments

The Company’s material financial instruments consist of its cash and cash equivalents, investments in available-for-sale secu-
rities, accounts receivable, accounts payable, notes payable, capital lease obligations and related party receivables and
payables. The carrying amounts of the Company’s financial instruments generally approximated their fair values at December
31, 2003 and 2002. The fair market value of financial instruments classified as current assets or liabilities approximated their
carrying value due to the short-term maturity of the instruments.
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The Company is, from time to time, involved in litigation as both plaintiff and defendant arising in the ordinary course of busi-
" ness. In the opinion of management, the results of any pending litigation should not have a material adverse effect on the
Company’s financial position or results of operations.

. Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of temporary cash

~ investments and accounts receivable. The Company reduces credit risk by placing its temporary cash investments with major
financial institutions with high credit ratings. At December 31, 2003, the Company had cash and cash equivalents balances of

' approximately $7,213,946 with major financial institutions in certain investment accounts which were not covered by the
Federal Deposit Insurance Corporation.

' The Company reduces credit risk related to accounts receivable by routinely assessing the financial strength of its customers.
i The Company maintains an allowance for doubtful accounts based on the credit risk of specific customers, historical trends and
other information 'that management believes will adequately provide for credit losses.

During 2003, the ICompany entered into a contract to sponsor a driver in seventeen professional car races to be held during
2003 and 2004. As amended, the contract calls for a total sponsorship price of $1,000,000 for the seventeen races of which the
Company had paid $250,000 during 2003. The remainder of the amount due is contingent on whether the Company’s spon-

' sored driver qualifies for the upcoming races during 2004.

Note 13 - 401(k) Savings Plan
The Company has adopted a 401(k) Plan (the “401(k) Plan”). The Company is required to make matching contributions to the

401(k) Plan in the amount of 50% of the first 6% of wages deferred by each participating employee. During 2003 and 2002,
. the Company incurred a total charge of approximately $72,500 and $46,600 for employer matching contributions, respective-

ly.

* %k ok
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DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS AND CONTROL PERSONS;
COMPLIANCE WITH SECTION 16(A) OF THE EXCHANGE ACT; CODE OF ETHICS

The directors, executive officers and key employees of the Company are as follows:

Name

Perry T. Massie

Thomas H. Massie
David C. Merritt
Thomas B. Stanley
William A. Owen
Andrew J. Dale
Jacob J. Hartwick
Wade E. Sherman
Mark C. Corcoran

Amy L. Hendrickson

Gregory M. Harrigan

Richard K. Dickson II

Age

41

39
49
51
45
49
50
31
41

33

41

58

Position

Chief Executive Officer, President, Chairman of the Board, Co-
President and Chairman of the Board of The Outdoor Channel

Executive Vice President, Secretary and Vice Chairman of the Board
Director

Director

Chief Financial Officer

Chief Executive Officer and Co-President of The Outdoor Channel
Executive Vice President of The Outdoor Channel

Senior Vice President - Programming of The Outdoor Channel
Chief Accounting Officer, Controller

Senior Vice President of Affiliate Sales and Marketing of The Qutdoor
Channel

Vice President of Advertising Sales

Former Chief Operating Officer, Chief Financial Officer, General
Counsel, and Director (resigned all positions effective November 2003)
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The term of each director will expire at the 2004 annual meeting of stockholders and when a successor is elected and quali-
fied or upon his earlier death, resignation or removal. Officers serve at the discretion of the Board of Directors.

Perry T. Massie has served as Chief Executive Officer of the Company since 1986, and has served as President and Chairman
of the Board since 1994, From 1986 until 1996, Mr. Massie served as Chief Financial Officer of the Company. He served as the
Managing Editor of the “GOLD PROSPECTOR” magazine from 1988-1998 and as Executive Editor of “Gold Prospectors & Treasure
Hunters in the Great Outdoors” magazine from 1998-present. Mr. Massie has served as Co-President of The Outdoor Channel since
1998 and Chairman of the Board since 1994. Mr. Massie is the host of the “Prospecting America” show. Mr. Massie earned a Bachelor
of Science degree in Mining Engineering from the University of Alaska, Fairbanks. Perry T. Massie is the brother of Thomas H. Massie.

Thomas H. Massie has served as Secretary and a director of the Company since 1984. He has served as Executive Vice
President of the Company and the President of Gold Prospectors’ Association of America, Inc. since 1994 and Vice Chairman since
1999. Mr. Massie is also the host of the “Gold Fever” show. He attended the University of Alaska, Fairbanks, studying business admin-
istration. Thomas H. Massie is the brother of Perry T. Massie.

. David C. Merritt has been a director of the Company since December 2003. He is the Company’s designated Financial Expert
and Audit Committee Chairman. He is also a director of Charter Communications, Inc. Mr. Merritt is a Managing Director at Salem
Partners LL.C, an investment banking firm. Mr. Merritt was previously a Managing Director in the Entertainment Media Advisory
Group'at Gerard Klauer Mattison & Co., Inc., a company that provides financial advisory services to the entertainment media indus-
tries from January 2001 through April 2003. He has also served as a director of Laser-Pacific Media Corporation from January 2001 to
October 2003. He served as Chief Financial Officer of CKE Associates, Ltd., a privately held company with interests in talent manage-
ment, film production, television production, music and new media from 1999 to 2000. Before joining CKE Associates in 1999, Mr.
Merritt was an audit and consulting partner of KPMG LLP for 14 years. During that time, he served as national partner in charge of the
media and entertainment practice. Mr. Merritt joined KPMG LLP in 1975 and served in a variety of capacities during his years with the
firm. Mr. Merritt holds a B.S. degree in business and accounting from California State University - Northridge.

Thomas Bahnson Stanley has served on the Company’s board of directors since January 2004. He also serves on the
Company’s Audit Committee. From 1991 to 2003, Mr. Stanley served in various positions for Landmark Communications, Inc. most
recently Executive Vice President - Strategy and Development - The Weather Channel Companies ®. While with Landmark, he was
responsible for strategy, new business development, operations of various properties of the company such as The Travel Channel and
The Weather Channel. From 1985 to 1991, Mr. Stanley held the position of Vice President - Investment Banking with Scott &
Stringfellow (now a division of BB&T Corporation) conducting public offerings, private placements, mergers, acquisitions and finan-
cial advisory activities. From 1980 to 1985, Mr. Stanley held positions with Landmark Communications, Inc. including New Venture
Analyst, Director of Cable Sales and Marketing and lastly Director of Business Development, Cable and Broadcast. In the last position
he developed strategy and tactics to convert The Weather Channel from a free service to subscriber fee based service. From 1978 to
1980, Mr. Stanley worked for Worrell Newspapers and Broadcasting, Inc. as Publisher and Editor - Sanford ME Star and President and
Publisher - Princeton WV Times. Mr Stanley earned his MBA from the University of Virginia and his BA degree from Duke University.

William A. Owen has served as Chief Financial Officer since November 2003. From 1998 to 2003, he served as Chief
Financial Officer of Cruttenden Partners, LLC an investment firm. During that tenure, Cruttenden Partners, LLC started, developed and
sold E¥OFFERING Corp., an on-line investment banking firm. Mr. Owen served as Chief Financial Officer and Chief Administrative
Officer for EXOFFERING during 1999. From 1991 to 1998, Mr. Owen served as Vice President, Corporate Finance for Cruttenden Roth
Incorperated, an investment banking firm conducting public and private equity and debt offerings and managing mergers and acquisi-
tions as well as business valuations and fairness opinions. From 1990 to 1991, he was a Managing Director for Tuerk & Associates, an
investment banking firm. From 1985 to 1989 Mr. Owen was a Vice President for The Geneva Companies, a firm specializing in con-
ducting mergers and acquisitions and business valuations. From 1982 to 1985, Mr. Owen was an Auditor for Price Waterhouse, a pub-
lic accounting firm and earned his CPA certificate. He earned his Masters in Business Administration at the University of California -
Irvine and his Bachelor of Arts Degree in Business and Administration from Fort Lewis College.
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Andrew ]. Dale has served as Chief Executive Officer and Co-President of The Outdoor Channel since 1998. He was Chief
Operating Officer of The Outdoor Channel from 1997 to 1998. From 1994 to 1997 he was Senior Vice President Operations of The
Outdoor Channel. From 1990 to 1993, he was a video and television consultant to both Outdoor Channel Holdings, Inc. and The
Outdoor Channel. Mr. Dale began his television career in 1982 at the pioneering cable news Channel Financial News Network (“FNN”).
From the mid to late 1980°s he held various management positions in the post production industry in Los Angeles. He is currently a
member of the Cable Television Association for Marketing (“CTAM”), the Society of Motion Picture and Televison Engineers
(“SMPTE”), and serves on the Satellite Network Committee for the National Cable Telecommunications Association (“NCTA™). In
2001 and 2002 he was listed as one of the top 100 most influential people in the cable industry by CableFax Magazine. Mr. Dale was
born and educated in the United Kingdom.

Jacob J. Hartwick has served as Executive Vice President of The Qutdoor Channel since 1997. From 1994 through 1999, he
was Vice President of Sales and Promotions of the Company. From 1994 to 1997, Mr. Hartwick was Vice President Sales and
Promotions of The Outdoor Channel. From 1991 to 1994, he served as a Vice President of the Company. From 1986 through 1991, Mr.
Hartwick served in various sales, marketing and administrative positions with Qutdoor Channel Holdings and its subsidiaries.

Wade E. Sherman has been Senior Vice President - Programming of The Outdoor Channel since 2003. From 1997 through
2002, he was Vice President of Business Development of The Outdoor Channel. In 1996, he was hired by The Outdoor Channel as an
Advertising Sales Representative and was promoted to Director of Advertising Sales in 1996. From 1995 to 1996, Mr. Sherman was an
Advertising Sales Representative for Comcast Cablevision. From 1994 to 1995, he worked at radio station KMNY, as a news anchor
and an advertising sales representative. From 1993 to April 1994, he worked part-time at radio station KMNY. He earned a B.S. Degree
in Television/Film from California State University at Fullerton.

Mark C. Corcoran has served as the Chief Accounting Officer and Controller of the Company since 2003. From 2001 through
2003, he was Controller of the Company. From 1999 to 2001, he served as Assistant Controller at McBride Electric, Inc, a nation-wide
electrical service company with about 800 employees and 14 offices. From 1998 to 1999, Mr. Corcoran served as Controller for
International Art Publishers, an art publisher for various artists. From 1996 to 1998, he served as Controller for GilFranco Cigar
Company, a cigar wholesaler. He has over 17 years of accounting experience, mostly as Controller, in several types of industries: boat
sales and service, cigar wholesaler, international art dealer, software designer, electronics manufacturer, insurance agency, RV sales and
service, and manufactured home dealer. Mr. Corcoran is an active member of Broadcast Cable Financial Management Association and
Cable Television Administration and Marketing Association. Mr. Corcoran is a member of the Boy Scouts of America, the Knights of
Columbus, the National Rifle Association, and is actively involved in community service. He earned a B.S. degree in Business
Administration with an emphasis in Accounting from California State University at Long Beach.

Amy L. Hendrickson has been Senior Vice President Affiliate Sales and Marketing of The Outdoor Channel since 2003. From
1999 through 2002, she was Vice President Affiliate Sales and Marketing of The Outdoor Channel. From 1998 to 1999, she served as
Director of Affiliate Sales and Marketing for the Channel. From 1997 to 1998, Ms. Hendrickson worked in the national sales depart-
ment of a broadcast station owned by Cox Communications. From 1994 to 1997, she was a Traffic Manager for a pair of broadcast sta-
tions owned by Clear Channel Communications. Ms. Hendrickson is an active member of the Cable Television Administration and
Marketing Society and Women in Cable and Telecommunications. She attended Eastern Michigan University where she studied
Political Science and Communications.

Gregory M. Harrigan has served as Vice President of Advertising Sales since April 2003. The Outdoor Channel hired Mr.
Harrigan in May 2002 as Director of Advertising Sales. Mr. Harrigan worked for Comcast from 1994 to 2001 in the Advertising Sales
division, as Advertising Sales Manager for the Orange County market from 1999-2001, as Senior Account Executive from 1997-1998,
and as Account Executive from 1994 -1996. Mr. Harrigan is a graduate of the Comcast Corporate Leadership Training program. Mr.
Harrigan has a Bachelors degree in English Literature from the University of California at Berkeley.

Richard K. Dickson II had served as Chief Operating Officer since 1999. Mr. Dickson had served as Chief Financial Officer
since 2000 and as General Counsel and a director of the Company since 1994. Mr. Dickson resigned all positions with the Company
effective November 2003. From 1994 to 1999, he was Senior Vice President of the Company. From 1984 until 1994, Mr. Dickson served
as the Company’s corporate counsel and was a practicing attorney, specializing in corporate and securities law, with his own firm from
1979 to 1997. Mr. Dickson served as an attorney with the California Department of Corporations from 1976 to 1979. He earned a
Bachelor of Science degree in Business Administration from the University of California at Berkeley, a Masters in Business
Administration from the University of Southern California and a law degree from the University of the Pacific.
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Bdard of Directors

The Board of Directors of the Company took action by unanimous written consent or held meetings eleven (11) times during
the fiscal year ended December 31, 2003. Each incumbent Director attended all of the meetings of the Board and all of meetings held
by all committees of the Board on which he served.

Mr. David C. Merritt was appointed to the Board of Directors on December 19, 2003. He was also appointed the Audit
Committee Chairman and was designated as the Company’s Financial Expert. In 2004, Thomas Bahnson Stanley was appointed to the
Board of Directors and to the Audit Committee. Both Mr. Stanley and Mr. Merritt were appointed to a Special Committee to the Board
to review strategic alternatives and possible restructuring of our corporate structure. The Company does not have any other standing
committees. There are presently four members of the Board of Directors who are Perry T. Massie, Thomas H. Massie, David C. Merritt
and. Thomas Bahnson Stanley. Mr. Richard K. Dickson II served on the Board until November 2003. The Company’s Articles of
Incorporation, as amended, authorize the Board of Directors to be increased to a maximum of nine directors.

Co#npliance with Section 16(a) of the Securities Exchange Act of 1934

Except as follows, and based solely upon its review of the copies of reports furnished to the Company, or representations that
no annual Form 5 reports were required, the Company believes that all filing requirements under Section 16(a) of the Exchange Act
applicable to its directors, officers and any persons holding ten percent (10%) or more of the Company’s Common Stock with respect
to the Company’s fiscal year ended December 31, 2003, were satisfied. In connection with various transfers related to the estate plan-
ning for the Massie family, the Company is aware that Perry Massie, his wife Sandra Lynn Massie, Thomas Massie, Wilma Massie and
their related entities had three late filings of Form 3 and four late filings of Form 4.

Code of Conduct and Ethics

The board of directors has adopted a code of conduct and ethics that applies not only to the Company’s CEO and senior finan-
cial officers, as required by the SEC, but also all of its employees. The current version of such code of conduct and ethics can be
obtained by requesting a copy in writing from the Company. Please send all such requests to:

Outdoor Channel Holdings, Inc.

Attn: William A. Owen, CFO

43445 Business Park Drive, Suite 113
Temecula, CA 92590




CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The Company and The Outdoor Channel are leasing their administrative facilities from Musk Ox Properties, LP, a sharehold-
er of the Company and which in turn is owned by Messrs. Perry T. Massie and Thomas H. Massie, principal shareholders of the
Company. The lease agreements currently require monthly rent payments of $7,500 and $12,794, respectively. These lease agreements
expire December 31, 20035. Rent expense for the Company totaled $88,983 and $88,125 for the years ended December 31, 2003 and
2002, respectively. Rent expense for The Outdoor Channel totaled $153,413 and $148,931 for the years ended December 31, 2003 and
2002, respectively.

As of December 31, 2002, the amount owed Wilma M. Massie for two notes payable aggregated to $577,950 including accrued
interest. The original maturity dates of the loans from Wilma M. Massie were December 31, 2002 and April 30, 2003, respectively. The
loans carried interest rates from 9.5% to 10%, respectively. On March 1, 2003, both notes payable including accrued interest were com-
bined into one unsecured note payable with an interest rate of §% and the maturity date of the new note was extended to September 31,
2004. This note was subsequently retired in June 2003 as consideration for the exercise of options held by Ms. Massie.

As of December 31, 2002, the Company owed Wilma M. Massie an additional $14,606, secured by print equipment purchased
in May 2001. The Company was paying this obligation at the rate of $5,000 per month including interest at 10%. This loan was fully
paid in March 2003.

In January 1998, the Company entered a ten year contract with The Outdoor Channel whereby the Company has the rights to
ten hours of programming time and thirty sixty second advertising spots per week. The Company has the option to renew this contract
for two five year periods. For the first five years of the contract, the Company paid $7,400 per week under the contract. For the second
five years of the contract beginning January 2003, the Company is paying $11,439 per week under the contract. The Company believes
that the contract was initially beneficial to The Outdoor Channel but is now a significant asset to the Company. This contract was made
in furtherance of the Company’s plan of establishing The Outdoor Channel as an independent and self supporting company.

From 1994 to April 1999, the Company had an agreement with Richard K. Dickson II pursuant to which it paid Mr. Dickson
at the rate of $10,000 per month for legal and certain other services. Effective April, 1999, the Company entered into an employment
agreement with Richard K. Dickson 1II, its Chief Operating Officer. The agreement was for one year and pursuant to the agreement has
been automatically extended for one year terms since then. The current agreement provides for a salary of $11,250 per month. Prior to
2002, a portion of the compensation was paid each month in cash and the remainder was deferred. At Mr. Dickson’s election, the
deferred portion was payable in cash or shares of the common stock of the Company and/or The Outdoor Channel. Deferred compen-
sation under the agreement totaled $317,750 as of December 31, 2002. In December 2003, Mr. Dickson elected to take the entire
deferred compensation balance in the form of shares. The Company and The Outdoor Channel issued 134,375 and 125,726 shares,
respectively, to satisfy their obligations to Mr. Dickson. The agreement also provided that Mr. Dickson shall receive options to purchase
60,000 shares of Common Stock at an exercise price of $3.00 per share. These options were fully vested at the time of Mr. Dickson’s
resignation. Mr. Dickson exercised all of these options in January 2004.

Perry T. Massie and Thomas H. Massie are officers and directors of the Company and The Qutdoor Channel, Inc. Richard K.
Dickson II was an officer and a director of the Company and The Outdoor Channel, Inc. Wilma M. Massie was a principal sharehold-
er of the Company and a director of The Outdoor Channel, Inc. In December 1997, Messrs. P. Massie, T. Massie, R. Dickson, and Ms.
Wilma M. Massie were granted options to purchase 200,000 shares, each, of Common Stock in The Outdoor Channel, Inc. The options
are exercisable for $1.50 per share and expire on December 31, 2007. At the time of the grants, The Outdoor Channel was selling
Common Stock in its private placement at $1.00 per share.

During 2003, the Company paid bonuses to certain stockholders who are also employees totaling $251,257 by canceling sub-
scriptions receivable for common stock of $196,250 and accrued interest on the receivables of $55,007.
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